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MENTAL HEALTH AND 
SUBSTANCE ABUSE PARITY 


THURSDAY, FEBRUARY 28, 2008 

U.S. House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Health, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 10:01 a.m., in 
Room 1100, Longworth House Office Building, Hon. Fortney Pete 
Stark [chairman of the subcommittee] presiding. 

[The advisory announcing the hearing follows:] 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

FOR IMMEDIATE RE T, EA SE CONTACT: (202) 225-3943 

Eebruary 21, 2008 

HI^20 


Health Subcommittee Chairman Stark 
Announces a Hearing on Medicare Advantage 

House Ways and Means Health Subcommittee Chairman Pete Stark (D-CA) an- 
nounced today that the Subcommittee on Health will hold a hearing on the costs 
seniors and people with disabilities pay through the Medicare Advantage Program. 
The hearing will take place at 10:00 a.m. on Thursday, February 28, 2008, 
in the main committee hearing room, 1100 Longworth House Office Build- 
ing. At the hearing, the Government Accountability Office (GAO) will release and 
discuss findings of a new report on cost-sharing changes under Medicare Advantage 
plans. 

In view of the limited time available to hear witnesses, oral testimony at this 
hearing will be from invited witnesses only. However, any individual or organization 
not scheduled for an oral appearance may submit a written statement for consider- 
ation by the Committee and for inclusion in the printed record of the hearing. 

BACKGROUND : 

Of the 43 million Medicare beneficiaries, 8.8 million (20%) are enrolled in what 
are currently known as Medicare Advantage (MA) plans. These private health plans 
must provide benefits “actuarially equivalent” to those covered under traditional fee- 
for-service (FFS) Medicare (Parts A&B). However, Medicare Advantage plans can 
and often do limit the network of providers that are available to beneficiaries, and 
often have higher cost-sharing requirements for selected services and different pre- 
miums than traditional FFS Medicare. MA plans can provide additional benefits 
that are not covered by traditional Medicare, such as eyeglasses and yearly physical 
exams. However, some of these same plans charge higher cost-sharing for covered 
Medicare services. 

The number of private plans available to Medicare beneficiaries and enrollment 
in such plans have grown steadily since 2003, as plan payments and options have 
increased. There are now eight different types of MA plans: Health Maintenance Or- 
ganizations (HMOs); Provider Sponsored Organizations (PSOs); Preferred Provider 
Organizations (PPOs); Regional PPOs; Private Fee For Service Plans; Cost Contract 
Plans; Special Needs Plans (SNPs); and Medical Savings Account plans. 

According to the Medicare Payment Advisory Commission (MedPAC), MA pro- 
gram payments were on average 113 percent of FFS expenditure levels in 2007. To 
create financial neutrality between private plan and FFS payment rates, MedPAC 
has recommended setting MA benchmarks equal to 100 percent of FFS. For many 
years, plans were paid at 95 percent of FFS rates, reflecting industry claims that 
private plans were more efficient. Cnly in recent years have payments risen to be 
substantially higher than local FFS payments. 

“I am concerned that seniors enrolling into Medicare Advantage plans 
may be unaware that under certain circumstanees, they may be charged 
more than traditional Medicare,” said Chairman Stark in announcing the hear- 
ing. “I look forward to hearing from CMS, GAO and our other witnesses 
about the costs associated with Medieare Advantage plans, and the steps 
that the Administration is taking to ensure that these eosts are accurately 
explained. I also think we need to get a better sense of what services plans 
are actually providing with the extra dollars, instead of more rhetorie 
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about what is offered. It’s an important distinction that deserves a full dis- 
cussion.” 

FOCUS OF THE HEARING : 

The hearing will focus on the structure, costs and oversight of the Medicare Ad- 
vantage program. 

DETAII.S FOR SUBMISSION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear- 
ing record must follow the appropriate link on the hearing page of the Committee 
website and complete the informational forms. From the Committee homepage, 
http:llwaysandmeans.house.gov, select “llOth Congress” from the menu entitled, 
“Committee Hearings” ihttp://waysandmeans.house.gov/Hearings.asp?eongress=18). 
Select the hearing for which you would like to submit, and click on the link entitled, 
“Click here to provide a submission for the record.” Once you have followed the on- 
line instructions, completing all informational forms and clicking “submit” on the 
final page, an email will be sent to the address which you supply confirming your 
interest in providing a submission for the record. You MUST REPLY to the email 
and ATTACH your submission as a Word or WordPerfect document, in compliance 
with the formatting requirements listed below, by close of business Thursday, 
March 13, 2008. Finally, please note that due to the change in House mail policy, 
the U.S. Capitol Police will refuse sealed-package deliveries to all House Office 
Buildings. For questions, or if you encounter technical problems, please call (202) 
225-1721. 

FORMATTING REQUIREMENTS: 


The Committee relies on electronic submissions for printing the official hearing record. As al- 
ways, submissions will be included in the record according to the discretion of the Committee. 
The Committee will not alter the content of your submission, but we reserve the right to format 
it according to our guidelines. Any submission provided to the Committee by a witness, any sup- 
plementary materials submitted for the printed record, and any written comments in response 
to a request for written comments must conform to the guidelines listed below. Any submission 
or supplementary item not in compliance with these guidelines will not be printed, but will be 
maintained in the Committee files for review and use by the Committee. 

1. All submissions and supplementary materials must be provided in Word or WordPerfect 
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub- 
mitters are advised that the Committee relies on electronic submissions for printing the official 
hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. All submissions must include a list of all clients, persons, and/or organizations on whose 
behalf the witness appears. A supplemental sheet must accompany each submission listing the 
name, company, address, telephone and fax numbers of each witness. 


Note: All Committee advisories and news releases are available on the World 
Wide Web at http://waysandmeans.house.gov. 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TTD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 


Chairman STARK. Good morning, and thank you for joining us 
on this hearing this morning as we review the value of Medicare 
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Advantage overpayments. We will commence our hearing in a mo- 
ment. 

We are now overpaying Medicare Advantage plans around 13 
percent, on average, according to MedPAC’s latest analysis. In 
some areas, we are overpaying them by 50 percent. The President 
just sent us a budget with more than half a trillion dollars in cuts 
to Medicare over the next decade, but none of those cuts came from 
Medicare Advantage. The overpayments in that budget remain 
firmly in place. 

The President’s budget also sent to Congress a legislative re- 
sponse to the so-called Medicare trigger. Again, the President’s 
plan protects the special interests of the Medicare Advantage plans 
and puts all the costs or the cuts of meeting what I think is an ir- 
responsible trigger policy squarely on the backs of America’s sen- 
iors by increasing prescription drug premiums for millions of bene- 
ficiaries. 

Clearly, the administration believes that these overpayments are 
warranted. We asked the GAO, the Government Accountability Of- 
fice, to report back to us regarding to what extent these overpay- 
ments translate into reduced cost-sharing or extra benefits, and if 
any or if so, whether this is an efficient way to achieve any goals 
that were inherent in these reduced costs or extra benefits. 

The report was requested jointly by the Committee on Ways and 
Means, our subcommittee. Energy and Commerce, and the Govern- 
ment Oversight Reform. I don’t want to steal the GAO’s thunder, 
but I think it is worth highlighting a few of the things that the re- 
port will discuss today. 

First, we have no idea what beneficiaries actually receive in 
Medicare Advantage plans because there is absolutely no require- 
ment that the Medicare Advantage plans turn over any data on the 
services actually rendered to the government or to beneficiaries. 
The only way GAO could analyze the different benefits was to rely 
on projections from the Medicare Advantage plans with respect to 
how they said they would spend their subsidies. That is not accept- 
able. That is just like no-bid contracts in Iraq. We ought to know 
what we are getting, and it would be a simple matter for CMS to 
request that data. 

Second, if you look at the Medicare Advantage plans’ own projec- 
tions, the GAO finds that beneficiaries can spend more in a Medi- 
care Advantage plan than they would in fee-for-service Medicare. 
They can spend; they don’t necessarily all spend more. The services 
most often associated with higher co-payments are home health 
and hospitalizations, two services that are vital to sick people and 
are obviously more of a burden to low-income people. If plans suc- 
cessfully cherry-pick healthy seniors, which they do, and the pay- 
ments are based on averages, it means we are overpaying them 
even more than we think. 

Third, the report shows that MA plans invest 3 percent in Part 
B premium reductions, and that is the only improvement that is 
guaranteed to be valuable to every enrollee. 

Fourth, the Medicare Advantage plans are far less efficient than 
fee-for-service Medicare, which essentially operates with a 98 per- 
cent medical loss ratio. In contrast, in the average Medicare Ad- 
vantage plan, the medical loss ratio is 87 percent. But nearly one- 
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third of the plans have a medical loss ratio of less than 85 percent. 
It would be good to know how low the medical loss ratios actually 
go. CMS has actually refused to release that data to GAO, and my 
hope is that they will be able to explain why they won’t release the 
data and perhaps change their minds. 

GAO’s findings raise serious questions about the value of lav- 
ishing subsidies on Medicare Advantage plans as a means to “help” 
Medicare beneficiaries. Today’s second panel will reveal what is 
happening to Medicare beneficiaries in the real world as they at- 
tempt to navigate the confusing world of Medicare Advantage and 
the shoddy sales practices that their shyster-like sales people foist 
on frail and often confused Medicare beneficiaries. 

Our witnesses will confirm that many Medicare beneficiaries are 
unaware that their costs may be higher than they would in tradi- 
tional Medicare. They believe that they are enrolling in a Medigap 
plan under which they would never pay more, and they are 
shocked when they learn how much they have to pay. These issues 
are only a small part of the oversight needed in the Medicare Ad- 
vantage plans. 

I would be remiss not to highlight that the CHAMP Act, which 
we passed out of the House last year and is still pending in the 
Senate, addressed many of these concerns. It leveled the playing 
field on payments to Medicare Advantage plans. It required plans 
to meet a medical loss ratio of 85 percent to participate. 

It ensured that beneficiaries wouldn’t pay more in Medicare Ad- 
vantage than they would in traditional fee-for-service Medicare. 
And it provided states with the tools they need, and the Federal 
Government refuses to use, to regulate marketing of Medicare Ad- 
vantage plans to protect consumers. 

It may sound differently, but I am not against private plans in 
Medicare. My district has perhaps the highest penetration of Medi- 
care Advantage in the country. Half of the people in my district — 
not half of the insured, half of the people — in my district belong to 
Kaiser Permanente, a credible managed care plan. And they should 
have the choice to join that. 

But the rest of us shouldn’t be subsidizing the people who choose 
to go into Kaiser. Plans should compete on a level playing field and 
preserve many of the core choices that really matter to bene- 
ficiaries. 

I think that managed care and multi-discipline group practice 
will be the medical delivery plans of the future, but I see no reason 
that they have to be grossly overpaid and under-regulated. 

Mr. Camp? 

Mr. CAMP. Well, thank you, Mr. Chairman. And what are the 
benefits of Medicare Advantage plans and what they provide to 
beneficiaries is an important question. So thank you for having this 
hearing. It really goes to the heart of the debate about Medicare 
Advantage. 

Unfortunately, most of the witnesses today are going to use the 
highly selective data and hypothetical scenarios to draw negative 
conclusions about the benefits provided by Medicare Advantage 
plans. This stilted analysis does not reflect the experience of most 
Medicare Advantage enrollees or the actual value of the plans they 
provide. 
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Medicare Advantage plans provide significant savings for their 
enrollees compared to what is charged in traditional Medicare. Ac- 
cording to the GAO, beneficiaries in Medicare Advantage would ex- 
pect to pay $804 less this year in out-of-pocket expenses than those 
in traditional Medicare. 

And these findings were echoed in a recent Kaiser Family Foun- 
dation report that examined actual beneficiary health spending. 
The Kaiser report found that, on average, beneficiaries enrolled in 
Medicare Advantage coordinated care plans would save nearly 
$550, and beneficiaries who use the most healthcare services would 
save nearly $4,200 compared to those in fee-for-service Medicare. 

Anyone who doubts that Medicare Advantage plans provide real 
savings to beneficiaries need only look at the rapid growth in en- 
rollment in these plans. If beneficiaries did not see the real value 
in these plans, enrollment in Medicare Advantage would not have 
doubled since 2003, bringing total enrollment in these plans to 
nearly nine million beneficiaries. 

Fee-for-service Medicare fails to protect beneficiaries from cata- 
strophic healthcare costs, and often forces them to pay large 
deductibles and cost-sharing payments. This reality is the reason 
why approximately 40 percent of Medicare beneficiaries have either 
enrolled in Medicare Advantage or have otherwise purchased 
Medigap plans. 

Instead of attacking programs that provide choices and quality 
care, we should be looking at ways to perform the traditional Medi- 
care, which provides less. This is exactly what the Republican ma- 
jority did when it created Medicare Advantage in 2003. I am dis- 
appointed by the analysis in GAO’s report, which fails to reflect the 
real-world experience of the beneficiaries enrolled in Medicare Ad- 
vantage. 

In fact, GAO’s report does not reflect the reality of a single bene- 
ficiary in any Medicare Advantage plan. The report only looks at 
hypothetical beneficiaries who use only certain types of services 
and enroll in a narrow selection of plans. I frankly expected more 
from the GAO. 

At the conclusion of this hearing, I intend to send a letter to the 
Comptroller General asking that GAO undertake a new study. I 
hope this study will review the actual services used by real bene- 
ficiaries and compare that to the benefit packages of the most pop- 
ular Medicare Advantage plans. I suspect that this analysis will 
give a much fairer and more representative view of the savings 
that Medicare Advantage plans provide to Medicare beneficiaries. 

Critics of the program will undoubtedly use this report to attack 
Medicare Advantage and assert that it fails to provide real benefits 
to program enrollees. In doing so, they will ignore the reality that 
the vast majority of plans actually provide much better cost-shar- 
ing benefits. They will also ignore the fact that GAO found that 
half a million beneficiaries have chosen to enroll in plans that have 
no cost-sharing on inpatient hospital visits. 

Some opponents of seniors being able to choose their healthcare 
instead of government believe that seniors are not smart enough to 
make choices about their healthcare. I fundamentally disagree, as 
do the 18 million seniors who have chosen Medicare Advantage and 
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Medigap plans, as I said, more than 40 percent of all Medicare 
beneficiaries. 

If we give them the opportunity, seniors will choose the plan that 
best fits their needs and provides them with the best benefits. And 
if we are really concerned about seniors not getting access to the 
best possible cost-sharing protections, perhaps we can agree to im- 
prove the comparative data that we provide to all Medicare bene- 
ficiaries. If everyone in Medicare could see how much they could 
save by enrolling in Medicare Advantage, I believe that even more 
beneficiaries would enroll in this important program. 

Thank you, and I yield back the rest of my time. 

Chairman STARK. As between bureaucracies, if my friend would 
yield, I would like a report also about what beneficiaries receive, 
not what they are offered, and have asked CMS repeatedly to give 
us that information. They can tell you they don’t have it and they 
don’t collect it. 

The GAO would love to do the report for us, and the data doesn’t 
exist. So I would be delighted to join with my colleague to say, let’s 
require this data. And I am not sure who would be able to better 
use it for their position. But the fact that we are not getting the 
data, I think, is that we are kind of legislating in the blind. 

And I hope you would agree that we can require that data to be 
forthcoming, and it could be sanitized so we protect competitive ad- 
vantage and that sort of thing. 

Mr. CAMP. I think being able to use real data from real plans, 
and not hypothetical plans — this report purports to be an analysis 
of cost-sharing and Medicare Advantage, and it does nothing of the 
kind. 

Chairman STARK. But let us hear from the people who have 
been wrestling with this. And we will start with Kerry Weems. Ad- 
ministrator Weems is the acting administrator for the Centers for 
Medicare and Medicaid Services, affectionately known as CMS, 
from the U.S. Department of Health and Human Services. 

Why don’t you proceed to enlighten us, Mr. Weems, in any way 
you would like. 

STATEMENT OF KERRY WEEMS, ACTING ADMINISTRATOR, 

CENTERS FOR MEDICARE AND MEDICAID SERVICES, U.S. DE- 
PARTMENT OF HEALTH AND HUMAN SERVICES 

Mr. WEEMS. Thank you. Good morning, Mr. Chairman, Mr. 
Camp, members of the committee. 

Mr. Stark, you said you would be delighted, so let me add to your 
delight today. I have directed our Center for Beneficiary Choices to 
begin collecting the data that you request on additional benefits. 
We will collect it for past benefit years. 

There will probably be some data analysis that we will have to 
do. But going forward, we will collect the data in a regularized for- 
mat so that we can all understand it. I agree with the chairman 
and with the ranking member. Let’s have a discussion about the 
facts, and let’s get the facts on the table. It is time to do that. I 
hope to be able to provide that information to this committee, to 
the GAO, and to others, again respecting proprietary information. 

Medicare Advantage is providing an affordable, high-value choice 
to roughly nine million beneficiaries. In 2008, plans offer an aver- 
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age of over $1,100 in additional value to enrollees beyond original 
Medicare. For example, plans offer such benefits as routine eye 
care, hearing exams, additional inpatient hospital days, reduced 
cost-sharing for many services, and unlike original Medicare, MA 
enrollees do not face separate cost-sharing for physician and ancil- 
lary services when hospitalized. 

I would like to now discuss GAO’s findings in their report re- 
leased today, and focus on one important Medicare benefit, inpa- 
tient hospital stays. At the risk of having warring charts, I did 
bring some charts with me today, and I would ask the committee’s 
indulgence as I discuss them. 

If we would first turn to the one to my right, your left, this is 
a complex chart but I think it 

Chairman STARK. Kerry, do we have 

Mr. CAMP. I am hopeful that you do, sir. 

Chairman STARK. Thank you. 

Mr. CAMP. Let’s start with the first column that says “One 
Day,” and then we will focus on — for a one-day hospital stay, for 
a Medicare Advantage plan — I am sorry. Do we all have it? Do we 
have enough to go around? Thank you. 

For a one-day hospital stay, the average cost-sharing for a Medi- 
care Advantage enrollee is $237, as opposed to $1,108 under reg- 
ular fee-for-service Medicare. And then if you take that and weight 
it by population, for a one-day it is $225 as opposed to the $1,108. 

And then we show the various plans at various percentiles, the 
25th percentile, the median, the 95th percentile. Even at the 95th 
percentile, for a one-day stay you can see that the cost-sharing is 
considerably less than what it is for fee-for-service Medicare. 

And in fact, if you now turn to the green boxes at the bottom, 
you have to get to the 98th percentile of Medicare Advantage plans, 
and still there is lower cost-sharing. And the lower cost-sharing 
there is $952. 

Then weight that by enrollment, and that is the very last row. 
Ninety-nine percent of beneficiaries have chosen an insurance prod- 
uct where their inpatient hospital copay for a one-day stay is less 
than fee-for-service Medicare. And in fact, now taking that bottom 
row, you can look across and see how beneficiaries have chosen 
through this choice to protect themselves against catastrophic or 
very high cost-sharing that you can see in fee-for-service. 

So take pretty close to the average — the average inpatient hos- 
pital stay is about five and a half days. So at six days, the expected 
Medicare cost would be about $1,400. 87.5 percent of Medicare 
beneficiaries enrolled in a Medicare Advantage plan have chosen a 
plan which protects them against those higher costs. And then you 
can see how that plays out, even on very long outliers. And this is 
weighted by the actual plan choices that beneficiaries make. 

This chart to my left, the bar chart, shows essentially the same 
data, but it is unweighted by beneficiary. The most telling piece, 
just for this one benefit, is the choices the beneficiaries have exer- 
cised to protect themselves against very high out-of-pocket costs. 

So I think that lays a good foundation for our discussion today. 
I will stop there. 
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beaclawii.. en enrullec mute pty die dlHefence m die form ol t pitaMum. rclaiod lo at ihe 
'‘tuilc bcaeflcMiy pr cir t m .* If • plea bid it lett Man at bouJuiitci. 73 peiuent ol die 
Afteieace. icnned die '‘rebite.'* Must be pnivided to carolleet tt cun bctieilu Iw die fctni ot 
coil-ilijnn; rcduclioRi. premium leductiom (or tat H or Pan U. or oddNunal ocoeftd Kreicet). 
For local plaia. die rcnuiniiif! 25 peivenl of Ibc dillnencc it relamed by the I ederaJ Tieasuni. 
For recnaal prelieiTed provider orgaauiuon (PfOsK lli percent of die difference it retained by 
the folcial ■tnmry and die reitiaoung 12.5 peroem is dnetaed to dw MA Reponal Plan 
Stabiliation Find. 

In Maieb 2007 MrdPAC rrpnited that pnvmmla to M A pbm in 2006 wtnr cn aiiragr 1 2 
iwnirnl baghcr than etlinulrd Iwknil cotlt if the M A oamllm wtnr still in FF8 Medicare ' At 
CMS tetlifaad ia 2007, ihcre are a nmrbcr of important CkSoti Io keep in mind when enutdering 
the pivnaeat difTemlail incicaligd by wh uiailyaet. These diffcrcnliabi esad because iiF an 
■aaeicst by pulicynukerM to ensure dsn iwyaBtm were bigb caiiu|b in km per-uip*i.c<s< urcni 
•o prcnlde hcncfiuunca ia diiise arem with privnle plaii iipaioat. Repicaeiitalise. uT icgiiiis< with 
kns per-cnpmi cotta argued dial ulhemlie the benefluunca m dicn arcat were being 
<baiidiaariija*d pi became their iireat were tow ooaa. The poltclea In pbice aow bane achieved 
the lual of broad access to prtvale plans, and base alto risullod in Inaenmp the snrulloii 
betwoen the bagb and low -coat regiont The no between the highest and lowesi county 
poymoai rate was 34? in 1107 and ■ now 2,29 1 for 20061. 

rocusntg on acfrcgale M.A poyinn diffcimtials over-simplifies the itsae by not ocknowlcdgint 
ncgional varialiont in FFS costs. W« kaow dial dkero m wide peognphic varation m aserage 
FFS costs. While tvirage M A paymtmi ralionwidc may cacoad aserage lalionwidc FFS cm 
I7 II or 13 prieeni, thr acml diflirnrmial varies consadrnMy aciost the cotiry. Dinnemisls 
trnd So hr highest in araas ahtte aviragr FFS cisisi and MA ptymrnls are Iht Imsesi - often 
lunil areas. DifFcnniials ero inweat, or dose to rcro, in aims ■here avtrage FFS ciisb and M A 


' MedP.yC wil Murai laskacoi Mmh I. »N. Bated us ihr Dimnhci 2W7 UoPM' iaecar«.ihrsr* 
ow i e c ial iHavtSMl » oiiKstoJ I 0 Sc 13 le i m si fie Jtl 
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arc Ike kqihetl. For e*aai|)ic. ■ 3007, cvcrc^M MA pint pcymetiU in La CrcMc, Ikl. 
exceeded a^efape FF'S cotlx In ihe xrea by 41 peiecoL In the hl^ci-catl UaJc, FL teea. 
bnwever. the a«eni^ MA pion paymenu aas actually 3 petceni leta than aicntic ITS coatt. 
LuoLa^ M die diflcnncet m payment beniecn La C'niM and Uadc eounlia aloae (41 perceat 
and <2 potem. mpectnelyL miphi lead soamcnc to cunclude that plans in Unde ore far mote 
elTlcKin don plasm Ln Crosse. In La Crosse, the tvefipe risl'idiutlcd FFSooai spisl t4l2. 

In Ottic it if axe than double, at S I0h2. It is incoiiect so sugsest that plans ia La L rcaae ate 
less efiinem tosed <m i conspsnsca of their payment rates to dramatkaily la««r risk-adiusicd 
FF5 tests 

fbe X a^ af Mtdsenrt Advaatage 

C t a tKi ai i a in the MA pni pn a has mated sijiificam >ab« fm hcncfKiMncH Foe example, 

MA cnnillecx lypnially hencTil frean icduecd cml-<4iarin| icfaMixe In FFS Medicaee, all icyunal 
PPO eanilletx hane the pecaectam of a icituired tulaaiRphie xpending cap and a ciMrhMcii Part A 
and B deductible In adJUaai: 

• A7 pcnoeni of ptaro base ctnvmse fnr eye gbija es; 

• 113 peeccni late cuxentge liie toitfmc eye exanu; 

• HA lament cmer adilihonal inpaliail actik imv sUsy thty*; sd 

• 4(1 pcnxm aaaxe dm 3-day busplial slary rei{uifenKnc for Skilled Nmilnjl Faclbcy oirc 

In 2I0UH. enrollces la MA plasm are receicag. oa axempe. ndhoceial bcncflls, includiQp loxaer 
cost'shariiv. with a xnlue of too per month. .MA pliam Kstnactisc ad nedaoe avcraiie cost- 
shonng reblivc to FFS Medicare Many M.A pla oamllccs also icceKe bask Pail D 
perscriptian drm coytrage at a lower cost than sland-slofw Pvt D piMs iPDfSI can provide. 
Enroilaes in M.A fdim that narlude Pan D enverage iMA-POs I save money on drug coierage in 
lau nays. First. MA plan drag p i xa sasms For bsssic enverage in ]t)flR wne, oa axyragw. about six 
ddlars lew than average PUP laaaaums Fiir bvae coverage Second, dar MA pnaval ttnaelurv 
allnwx M A-Prh> lu me iidulca In Fuidn ledocc Pvt D prcmiiaaK Oi avmge. Purl D premium 
sivifgk ISnim fcbaaex ummnic dun tl A per nnwd in 30M. 
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AildnkMkilly, Mtlikc with FFS Meditate. MA eanilleta ibi not tux the (Aytiiatn and uneillary 
aenicet tiH|.«IU(iiig autxliiod with a ho^iiutl any acpatald). Tkcae toaU arc tMtidIcd laA die 
koapiinl oul-od-potkci ixia-thirin|e Whal It imae many pbnt kate addnkaail coteiage in ifee 
lotBi oT mnunnun ott-til-pockel IlmlU lot apnCKni tuyt. 

W« do ocknowled^ die Subtuaimmec't pieiiously eapniaod aMerca ■ dabi rqjnnlln; ike 
abll/aiioa oi mlililjoail bcneflit by pliia emlleet. We do not ciaiently colled coaipRliensivc 
naluanon daio on iM MA beneflu. However. MA eerolleet do repon oa die« percepiion od the 
CKperKiKC in MA plant thniu|d> die C'ominner Aantaneni od Hcullh Flan Suney ICAHPSX 
Scoiet ftcaa C AHFS ore coaaaatemly high. Eighly-tix pereem of letpondenu gne dieir plan ■ 
rauag of 7 or higher («■ ■ icalc of lOX Ninety penem of letpondemt inAcalod due iho usually 
<r always roccivnd netihMl cane. Eighty-cyghl pcnceni of nespcanlcals indkaied that they mafly 
or always nocivcd rare quickly. 

Osersleht a« M % riat 

With mpeet to CMS oversight of M.A phim. I want lo indKatv tpy uncqunoral enmmitnirnl to 
t r u ti ding people with Modiram fnnn potrntial uk rta m abuses and to rmnring diaa 
hnttfseiaries have dir aiftemalian they aord to imita mfotmod ckoiors abon diair hraMi care. 
Since September 2007, when I began my lonarr » Acting A ilm ine re s a w , I have made d a trp 
lariimcy icr CMS to be mure |wiiactisv and tnntparrnl than ever before in overseeaig tbe MA 
leiigysm, and we hate anidr ngmricmt laridcs in stroaglhcning f tiy am m v oa g hl 

Orealer liam|Hrcncy alliott hencdicinhcs, you in die Congtew. and al aucreaed putret to hanc 
a dearer awatenow uT our ungwag otenighl actitsiiet, the ruturc cd any pbin violttaait, and (he 
MttMt we take In remedy llicna. la Noveailict 2007, for ctiunple, ne anplcaretacd a ttar-raUiig 
tysiem lor MA plant dial espanded on ihc etiaiiiti rating tyitem for preaerlpera drug pbnt 
Thit Wcb-lauied tool provided die piMic wufc a puwerftd acw way lo uniiparlMn thop MA 
pkim ihiraig die 2007 open eiuollineiU perlol in Ibe patt month, we retlnod out apptvaich to 
patting Coeiecme Acum Plant iC'APtI ca the CMS Web tile, making the inliinaaMcn on CAPS 
more aocestible and undersianfeMe lor bcacllciailet and oifeen.' CMS hat potaed aimmary 

vii. a 
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enliiruetmiil uxkm mrunnaliufl ■•> llir Wcfe ik well, tuch at mliiniuia)ii m uiiametlitic 
MiKlIuiB anl cnil inoaeun' pcaalM* (ClklPit) lev ted tgeinil pUral We beticvc ttoi ell at dieac 
elfoiu Uiuanl increaied irampoiaM.') mt tiupini; MA ptn behavtor in the •■>! Uui w« hid 
toped. Fee example, in a nsccni mectaip ■ uacliaacd MA plan, the plan's senior ofllnals 
died the piMk potlinp od CMFs as n stpnfKanl concem rtac lo its impact on bow exmnv and 
potnial enfoUnes. vien ihe plan In other isonls. plans are takiiv CMS nsvnight v«i} 
renoutly 

We htve slrcitphaicd iiur iisvniKhI and Bnbmxmenl md* lhiuu|b n sinicis' iiT momivcs annod 
al hedJinD MA ptuka - and. because iif the iclaaisc '*ne«iKMi" uni rapid ipvnvlh od dm oplinn. 
pclvalc-roe-for-sertiue IPFFS) piaas In piruiulai - responsible fix Ibeir iruclielliip ptacCaces tod 
Ibe conduct ardlcx apcnis and tenterv In December 200T are piMished a Faml Raic clarliyng 
and modifying ccaaplitnoe mauiremenu lor MA otd prcicnpuon tkup plana.' I'or esample. 
•iidcf the sen Final Rule. are stroamlininp the pnxe« od npotinp uitecmediate sanctions 
and CMPs, by rtmauHinfi the inlixinil recoiBidnitson pmccre that hod sigmlicamly detayed 
CMS action and our dbUny to make compliance actiam public in the pist among cAer actkins 
We also have made eVsar ni the Final Rule dwt anssaling pirns benr the bvtkn of {rnof nhen 
challenging an adsenc tonliact dtUrnninalion 

Fiadiemkxe, CMS uonunues to seek isnys lo addres ueausms rckalrd to mttketi^ of 
MA plum , includlop FfTS and SNPs, dui limit Ihe ahlllly ul plans to pressinc bcnedlcsiines 
Mto csnoin products la addiuun to Rre special enrolbneM pertod lor benefWuHics wto have 
been ptcsauied or deceived into emllinit a a plan i. We also hope ui iinpcote adomatioo 
dkanng bMncen MA orgiaaaUom and Scale Medicaid agencies and tnve stepped up oar routine 
cnnnnunicjtion our Office of hnpoclor General and ihc OepamiKnt od dalsoc lo eimrc 
enrednation on nailers thil nhinalcl) may roguire law cnrorctment osenigN or tromipilian 


I Mt.K,\itir.VUM.itTliailbiantab tnlanmu .Visisi^tshael 
‘ CMVai ja.PC. ’2 red. Reg ranaa. |J«. fi, JWi. 
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I iiilciiJ ki Lxnliiiuc UAiiiK alt of Ific ciifi^tvctticci UmiU il itis dikfMiul. Aiiiti;; *• illi ctinCinicU 
ua^M«eiiL>. ki pivAMt bciirOLvAncfc fK<ii lurmful auiVei^ praLliLct arkj uil»ef 
k li) ihc heil (il iiur ttnUiy ro< the rc«ruinJcf i>l iiiv lenurr a .\vtifi^ Admintwcrrikc. 

I ifully. »€ arc juart ol Cicni.«mrTKnt i.Ht'kc't omnir^ kicviiminc 

jddrtK«al (ncncIlK in the MA prucrnrrv. and <*iHild like K* hiithliyht v^nc mcthtMk>V.'VK\]l 
cfifvcrm with tVir Miah^^ T H: dnrt repon shared tudi I MS dcKrihet the type and v a^gc 
adcHKvgil indgdinj ccvU'^Hintg ihii hcnWiciimcn rttviw uhcti thc> chiK»«r 4 

VfcidB^rr Advinlayi plir It kwr^parr* the loi*l rv< nkhtWiaoil %;ilik* thil health matnii'nsfo^x 
t HM< i% I PWH. .ind PKKS, plin^ »>Ocr hcncTKianiN l«*4dil of hifhhghlmy ihv 
ialue <tr llvac MdililuHtal hcnrHlk, jtidhiikA lhc> var) by pUn upr Ibr iMlhorK lAow li» 
iHil M A cmdlnr<« utc cvpianl In hsalicr irifwlintl lK»^laIi/jilKft i.i»l kluitr^ The 

mctfikdiiliirk uacd k> Jirtoftfaiic sifMljeiit s:ir*i f* aa fUvkcd «i that it did rai< uu lode FWit R 

w;r>iLca. cocmIcs Inf^ci temt t^HpitaUiiitiiMu. «.< aiklrtha cfleviiic oul-ot-pikkci nuxiniuttok. 

Itiis t'4idin|: viiia then uhcd k> if cute a^ciicfai uiiprcMuit ttui MA plain tSemut uoiklU reduce 
all tvpcf ol uu ill p.xificmta liir bcncfiiianc^ kith their rchatc iS>llan. Overall. I MS tinda 
the inhirmackei in the OAO rvfvn cuntirrm that VIA ceo^un is •nrkiny as Ccoitress 
irecnded li n pfcnidiny hrivsd acevst fo a aoliuhk iltcmai*>c k> M n VfcvX'arc 

CnntN u ii 

VIr < Xiimian. ihsnk ami .lyain h>f own npp^imea lit sjvak krth y<fp Imlay We Uvk ti^rkinl kt 
• itHsiny kilh r<ktyrv«k ki fiirllta «tn"^lflhrti Ihe M >V pniynm. which t\ iilTrri trr^ir.mt cliovn^ 
kt all K:ticr«;iaricv. iiK'luilina in ftir;il aruas whit hMkvualh h««L* nitl luil cIkucck The 
aialent iifTcra, ctdutnieU hcitefiS aiiJ tKiCw* U> liiyh i^ualila turc fm •^tKxaiiiiatirN «!! prnxiit of 
tfi: Mcdicuc |kf.Hilau.4i. and la a ruftw:uUrh iiiiportarit optuiii fiv iIkm; mIhi Utk aevoa In 
retiree cn\cru|te vc niher suppkmenui coseta^ Ihrouyh Mcdtkuid c< a pnvab; v^tpleinctii 
piitKK I koUd be happs u> answer an> nl your guc^ckcis. 


Chairman STARK. Okay. We can continue this in our inquiry. 

And I would now turn to James Cosgrove, who is the acting di- 
rector of healthcare issues — do you direct the issues or the depart- 
ment that looks at the issues — at the GAO. And I guess you have 
to suffer as the author of this. Right? 

Mr. COSGROVE. I wouldn’t say I suffered. I think my team 
worked long hours to put it together. So maybe they suffered. 
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Chairman STARK. All right. Well, why don’t you expand on the 
report, which we have all had a chance to at least see a summary 
of, and enlighten us in any manner you choose. 

STATEMENT OF JAMES C. COSGROVE, ACTING DIRECTOR, 

HEALTHCARE ISSUES, U.S. GOVERNMENT ACCOUNTABILITY 

OFFICE 

Mr. COSGROVE. Thank you, Mr. Chairman and Ranking Mem- 
ber Camp and members of the subcommittee. I am pleased to be 
here today to discuss our findings on cost-sharing and additional 
benefits in Medicare Advantage plans. 

In 2006, Medicare paid $59 billion to plans, which was an esti- 
mated $7.1 billion more than would have been spent if plan enroll- 
ees had instead received care through the fee-for-service program. 
So an important question is: What do beneficiaries and taxpayers 
get for this additional spending? Our report and my testimony 
today attempts to shed some light on this issue. 

Our findings largely pertain to the rebates that plans received. 
As you know, plans submit bids for providing Medicare covered 
services. Plans that bid less than established amounts receive re- 
bates up to 75 percent of the difference. And plans must use those 
rebates to reduce cost-sharing, reduce premiums, or add benefits. 

Because the benchmarks are set relatively high, plans may sub- 
mit bids that exceed fee-for-service spending and still receive sub- 
stantial rebates. Plans may also charge beneficiaries a premium 
and use that money to reduce cost-sharing or add benefits. 

In our report being released today, we analyzed how plans pro- 
jected they would spend the rebates and premiums they received 
in 2007. As has already been discussed this morning, these are 
plan projections because the data currently do not exist to know 
how plans actually spent the money or the services that they actu- 
ally provided. 

Nearly all the plans in our study received a rebate, which aver- 
aged $87 per member per month. And on average, plans projected 
allocating their rebates as follows: 69 percent to reduce beneficiary 
cost-sharing; 20 percent to reduce premiums; and 11 percent to add 
some coverage for benefits that are not provided under traditional 
fee-for-service. 

For example, plans projected spending about $4 per member per 
month on some dental care. Plans projected spending lesser 
amounts on other types, such as vision care or health education. 

Because Medicare pays significantly more for Medicare Advan- 
tage beneficiaries and plans project using much of that additional 
money to reduce cost-sharing, it is no surprise that, on average, 
plans’ overall expected cost-sharing is relatively low. However, we 
found that beneficiaries in some plans could pay much more for 
certain important services than they would have paid if they had 
remained in fee-for-service. 

And this is because plans are allowed, within limits set by CMS, 
to establish their own cost-sharing requirements. So, for example, 
about 19 percent of Medicare Advantage enrollees were in plans 
that required cost-sharing for home health services. In contrast, 
beneficiaries in the traditional fee-for-service program pay nothing 
for that care. 
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We also found that beneficiaries in some plans could face expen- 
sive cost-sharing for inpatient services depending on how long they 
were hospitalized. So, for example, as our chart shows, some plans 
charge $275 or more for the first ten days of care. This is an exam- 
ple of one plan, but there were 15 or 16 other plans like it. 

In fact, there were 80 plans that charged more than $200 a day, 
some as much as $375 a day. Some charged for more than ten days 
of care. Of the 80 plans, they enrolled half a million beneficiaries. 
Many of these plans had maximum out-of-pocket limits, but many 
of these plans also had maximums that excluded certain services. 

As our chart also shows and as Mr. Weems has pointed out, 
beneficiaries in those same plans might pay relatively less for ei- 
ther short hospital stays or extremely long ones. Nearly half the 
plans we reviewed projected using some of their rebates to limit 
beneficiaries’ annual out-of-pocket spending for cost-sharing. But as 
I just mentioned, many plans excluded certain services from those 
maximums; for example, physician specialists, mental healthcare, 
outpatient substance abuse treatment, home health services, pros- 
thetics, and durable medical equipment. 

So in closing, it is important to remember that there is no free 
lunch when it comes to Medicare Advantage. Any reductions in 
cost-sharing or premiums and any increases in benefits have large- 
ly been made possible only through the infusion of billions of extra 
dollars into the Medicare Advantage program. 

These extra dollars have resulted in a greater burden on tax- 
payers and higher Part B premiums for all beneficiaries, including 
those in the fee-for-service program. And in spite of these extra dol- 
lars, some beneficiaries may face higher cost-sharing for important 
services. 

As Congress considers the design and the cost of the Medicare 
Advantage program, it is important to remember to balance the 
needs of all beneficiaries and ensure the program is sustainable. 

Mr. Chairman, this concludes my prepared remarks. I am cer- 
tainly happy to respond to any questions that you or other mem- 
bers might have. 
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[The statement of James C. Cosgrove follows:] 


Statement of James C. Cosgrove, Acting Director, Health Care Issues, 
U.S. Government Accountability Office 
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MkfcMv Ino llwt M f OTMil ttf (krtr rrw ai s w to aa«laal ioiimbb^. 

Ab r*Afl iicflisinl laai iffaMt. uOfOrf Ms \rla» Iha MA IsrrCiivW 
rwwHr la OM fim ti fnkfrtfl rtaf skanBC. kimr trMtBMBa «M MlBfamu 
lvi»efl»H rsifthMr BskltliffJ uvU %> Mr«fiarrt» BiI^'Mmm ha 
IfikatBBBkftB lt€Maa*vr y |B>k«t ifkp*' 0 »f M lOiaB»4M«* k#akti lan* 
iiaBB ti kir-BKOBBf Nnkrar? IwMrlkt ai fs N »aa| Iw BBft r aMrtaal In 
•Wv^fb Ibo^b iiBsaitm NiaAflardkia as «Mr |•4Hkall«l llaaitaMliMA** 
irpBMBroMfl lisa Maavat fcr al ALA WaafViartaa UflBfAfatMaaf mOomo 
M rlofI A> I ctakna inaaBf fi Ur ikaayi twl raat ti MA M rii b» 
lN|f BtMP fi« ifBIcfBfcArM l4ik«ABfr Ikr obmIa i^krBrfWMBtf^ BMl Ikr 
IM-Mioit iMBitWitfi Mfitiafr'fUBai^lfRB Itaak'tal Isaltk 


t« MB ka avMx rsMiO r* Mata 

ara afiariia •mm fiAoaami 
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Mr. CWlniMii UKl 

1 ffn Ml he hfftp Ui4fei^ tn tlif fMita fK«n ii«r PrtMiMry 

JMMffvyKvt. ilMmrr AdmnlwQiL / w iw m W Jyyw<»ni JMMIimt fk» 
lh»v /VrU .V«% 1 ||k IVwyViiirv 

ArtrT rWk.' Ibtlw Uv M*«lirAfv Jbl* wiU|»* |MA> 
f »|w»4riiw Ml jtflmTMilw ii> initf ilitul $ih MfrMf 

Hfupmi. bvmAnvtai imv rvrW^r IIm» vo^i««4 Imm4u U«^«ali tvfiatft* 
lir«llh pbMiAiMM HMlTMl iwli Vif?.. 

i4»|irutiiMii4y SD pvtmil ol ItMrAf ilfotil fl. I tUAta 

hewUrtirtf faiollMi M p n v w M plaiv^ up ham «Iim« 1 1 pempal M 
‘Ml. nie0nmililii mrulAiftft #iei»K^Miomaftt»e 

M< Aiwi IVwnpUoti UcuA. InpfmTtfMl. mmI Htxkivraaaliia Art «t 91CI 
l lOi^>.'*nrN>L^ AMiiCUfemtilM^lriefrtMnlpA^irrM nMe^fur 
pwia* ptaMi tomcoumpf Ihrir fantcMMua anl auAiM pkia* to riAanct 
MrheMh liiMinit hefWkttfV% ’n»r«ilto^|«rfii mat 

IlnmtM Mt^nr^fv ifMcAta on MA pfutP«M. ramllMM bom mctum* 
m l»r<h K^tneM rmm mmI mnAnimi. the Irapc 4 t«nnf nr 

totltl’i* ^totuM mti Ua iwmI lu Urtlrt uaiWn4wNl Iwa MA pUta im' Um 
• ifvtlrM lhf> trrrtw 

to 'Mf\ M k Ii m i ptoil im hillan tn MA pUm— « Mtmslnl ft t NllkMi 
■mo iAmi MkAcwo tMir ^riN If HA |4mi betirlVrMrko KmI liaUtol 

tocH\toi raio llinnf#i dM KVH p c npr*— Ailhaiffh xMlrii » |«trsir tomti 
ptoritiiMpiinr«IMiltnlte4foatooii^toki«»Hll»lto* lf«nti»«pc«rfiUI 
«mr« of foc^Mini MtiMto pmtoi iibau Imr amiuMl 

mmll Mr«lte«ro firmitoif. {ifoiMtiif pnrmpr^ nc rr — ef m pt Ar y 
ol ^t ofw •^ntovd lit hamr t«fralr toaih pUn |cifttn|sMBifi Mtd laontiW 
VlHtdwoWtiflkUitrowitfi ■•c«oKf«litipte<l»M«4 Ai^^inltochi 
MMtow'ntJito.v iiflAr Aitmry. tlw utollmul HMwtoig lir tor MA 
pmfTMi iM# fatoitml the fnh9«tik«inr«to*pNtor«| IVn^ul toomrvx* 
Trmi lto< liv^ toutm MrAcvr. b lia flto ritoiftMf to toftnri 
MNtnvr proMlMm hrnl to afOrtoitia tnrliiltof tlrm In the 
pfu0iiM<-lmMJto pftMWifto ptoil bp MtAcmo I*W iMfuiftirmW* mt Cwd 
to tor nMM nf tmh Atoto i to* KfM mmI ILA immam Ihrt’mipwtoraMi 
Bwlirt rtoJiMCval toif K*! Iiiitoti In toiiticAfi* 


totollw aJtoa«ay torytr Pran A^.lM 

.iw^ U p n, a<’. r ito— > 

9*»l 

■»f7A«9il.«l.Hi».IIT9« totoStlt 


■mi 


4M>— Itw 
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ftnn SOU H the rr«|l «Htlng fAK ptofk |«qr«iHiM •Immv* 

BA«4lii«r Fni THr lAiftfMimtJ ooM «*eayiio«i mmicmmI vMk 

MA pUm In Mi>4iraffv fW n*«* flitth^ ntarmai «htM« thr kNiff 

trnn HfuniAl kirfiUiAtkiA the MA pfu 0 «M <«i Ihr finMirkil 
lOr Mf^tarair im^irim Kvv«i wiltiotc Ih# sAImI riMM ctf Ih* MA pcoipaM. 
MHtf ivr «fk«M l<«it ifivi inwc'iri f lulrtiir^ ilir lo Ikin** «irli 

m lh» rMtu cnal al rarv mmI lh» rrlin«iMi trf ih* telv bcMMm priwninia. 

The fwAnI HMuviwivii a|«tMki rUMM«Ay imw fur WtttfWitfli* st MA 
ptorvs In part, fcrrwo mcM MA f4MM r*rH»r | < i»in»f«w Isicmn m 
lit wtiliiiM lt» iIp? lOry nw«f»e laf pnn kNfM Mnlka««<<<M\<ml 

hi# w «tm in MIM MA t<«M mnw ivi^inMl In MiktiM larM fnr 
pfiHtdiM MHIt < w f f til »mWa AiiMApMftiMalArafcf an^plf 

Md M Iran Ihan » |tti»»roi»ml «t«ocsl known m « b»f»rl«inik* A 
pctfikti. TTiivvvftit. of ihedinHpncp b^naeffi itip WmNnaili ami the 
pUna Ini, ta rvli«fa«l lo Uw pkm a ttr fi«t««l a i«4air.* In 3lf7. Ua UHal 
lanaia of rw N ar w piH |» M A ySana waKlta HU MWm.* i*tw mm* a«* 
rrlaim U> poMick (arvfb* «» mla v (aai^iia^ ini-uf-prckAt tiaa In 
la)* rnnNngaarwi iif Hip Mkmlnp «ap*c (|)|mrv*ie aklmtMail tooH U annl 
PMWffl laiftpf Mnlk'mr FTH aah aitnial mmI hrmtiM 
(2) roaira PaaArtary nao ahontnn «r (3) mdiara pnatatna. 

h^i|Kaivtai erf lb» MApfoipaa aula AM i n Oa l Ma rt a rf 4 t pUia* tu imrrair 
vakiahk* nsttn hpaHkn in IvaHlriarim anS ravtiav hffwrfk^kin aiHrf* 
pui'kH nabs lOttvty uaAiail laalUt raiv naav IWy larffi ual 

aa lMln«ta*i null hm Inrcaiaa win dn not ^lalfy Or elhar ipvaamarfM 
iMwItliiavrptnwriipf iiav M<r«* ftfaaial rrlkf^ nmMlarf In ai 

MA plan. <!ntka iiataana Ar rron nf lha cwm?! MA pmipna nal Mommi 
lOa If tOnpiilty M in H*«MUr iMp krdfth c«ip hhV erf 

ttia%-tift«ala with Icm artarar. It tawAd ba ratv rfAcaaa In iMortU tarna 
ailwMrwiot wri-eMad knir inmna* pofaUiKai Irvttnnrf erfaSakOanf 
dU'Ctni irfMl MA batiaAearia*. Pirtlar. Ubo nrv inavnaad lla< Iha 


1'*am*marin«Aoa<Mka. TW Mwanawr Mwm*90r ^r»aa XWtaPam T IiaaoM 
Ak»ni a Oiwwi<riainipiwUr knr«3«ri 

madaar fca fa— a tia awaoaai raara ikr Mnncaa* «tl|rr pma loafaa 
laarf X r? p»r OOTtttwaa*. ka e a**a>i ^ >ninaw»'«»aTid nnawm t^artaao fca d waa* 
t'Onl'O^waaWatraaiP a** 

*lf<l<re»lwina|a»<»iaaMa — ■ laaiH omw<olad*^*krnta loa kawrli Ibp 

iAommU dwip’ laoCV naa a<» aaii**a***l* ar baa* a laranaa 

*llf| n Wir Ar iaai.<'ar»t»naM n n Ba >A linnfaal*nTwrwa 


raal 
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AJfIttiiPfi 111 ptaMarf flniM to pwv hr ^ 

Mpm'irii Iirtw4kiiato»ifiltir fWimtoMn lAtio^miC mcvto^ 
mImwtwI hmHIu 

94^ iTi w iji mlasr an* ha— < cm ito# (toilsio of m i— I npcvl* 

$fcKlft>Aiy. av »t iitotcnr '<^111 ( 1 ) horn pUtn ifrr 

urutoil tolcBUto Ihcv ntoai— 1 Ui ■htitimal bvtwAfei mj—d ruA alartM^ 
wt rNlKMl iimftupia. ni9 Wiiv pniTvifcl cimi ttaiflrig (^ Mi\ (toma 
omiiMfwtf kiimtai-featf <ta4 atoatoiC to Mrttoicn' IT6( mnI l^^tom MA 
ptom f«v|rct— I miaiM aHMit# their n%a— ite m merton# aito «lher 

vi|irMav 

To coralijn *>«* wtKk iur itir rvpML -e laui^vi] HA ptoia’ tffft |inUn.*rfd 
■f »a ma — pnt | ertwi raato. aito rcn— naj brneftoi from toasi ihal ftoaia 
«jt4iMte4 H» the Ce«lm thr Nnhcarr A MndlralA ttor^lm iVfgAi the 
t^nrj Uul mkiimaAvm Mettoiav. Wr irorv lantoe^ k* attahani 
pmtoetkvM hecme ptoi— an* mi itotaJM 

MikcMiUim mi m^ail n%wiiaaa w <«•!». We vaihaliil ptoa» tlai Naarktril 
«— roltoiem and |ton« with arrrtne mean ttod aaw taiUtor the 

!n allton aito itr CiMrtel ur<'<4uMUto* AAct al eiu.'totoH«k lui SjOSA 
plaiBi ai ourmach that ar n mneil fur 9l parrera itf tol HA PmeAnanaw. 

fmtoaare wrifhied hy .^ufiM 2nf7 pte errdliartii mti we 
toj— ifcmltDil to npnaami a Metorara hatiaAraafy «d a>swra#> fraalto alalt— 
Chr totiA tar iherefMfV wmnaMtortrd Amt .^pnl JItor ilvraiih T^hnury 
3Mi ai iKTtattoaiv wMli Ciirertolr artivtoal tonaraiiMil aiallUic 
lamflanK 

to mmifov)'. ww fi—nd tiaa tm— of tto* MA |toau ww nnaemd n rwfead 
eehimiaMl alka^toed theM prUrairPr totoneflrtofv into afatfleg Mid 
pr«— uam ntourtiem to Mfi, fit p e w wi* id thaaa MA pUm | l4fT4 id ZIM| 
eecHimI m rrhaierdthoait AT per i m iii t at pee mortli <PWFWi 

toaaad cm tor laepaataiiaa Mitmitftod lu CH^ MA ptoaa atoiralitl ttotaal 
iCipefnrai id their rehairw ao tameflrlary mat tourtrrf Mill rremliiai 
mtoilkato. PlaawalkMaliil atoiM ]J |a«Tfiitoftoa’fvAil&wlu|am»lr 
atotoaiaai tomeflla, aarh m itoalad aarMci—. toal aiv net iimr — I antoi 
Mraliafr Ff^ Ttr a^mto* itolUr armaffto ptotopnt^in] tory imaiKl pto 
ior nkitxmai banahm raato^i Atm to 1 1 FIMIIiw aitrrajaM— al 


UMua-va 

‘^mdatowitoodw tow wavtaaw— wm toaai ast neaaAparpmw aalatow 
il— — dr ■■l ^ef r— wm Matowra IT^ a ria— 


e^t 


aawaaam 
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uiliktfMil tnwm lu M PMPM fcr ikiiii ran ^MKr piatm 

rtMr|7«l m yfw wl wi* Itm tlv* n^Mi* In far 

Mllh^ul Pc4uclfc}ra^ or a 44 the t«u 

W» rfaD fuuml dul, ilMftlr tiw mOatai taail la MA pfaa*, atmm 
M»H)rUnr« fa MA pIspfttxniM pfa' mtwr fat atrhrt^ itian thry «»«kl l» 
IT&. Fi* tfuiifak. IS Cfa* MA |4iit Ui ol«4i i^n* nwiMnl 

ani faHr hraftft cai«* naMbi, ann* h fi^l k*— faa «t»> ■••vl tuana 

l«>iMi or lpi|»«lk M ««iM Utft M wrtakl nM fhdriftit itMl «i» 

Itl^r Umk tfaiy «u«M Imm |i«i 4 «*faT Afafaraw lAitU^. aim 
fwral faal MA Hof** ^rrvliMl on favvi^. if? prrvv^i <4 i(«al 

rvwMM* iM)«f tTR FMPM i im airtliirf ra|in»t«. Tlirj pr«^^ttl iImI 
tlw rvaulMirr w«aikl fa> alfaralMl faa rnnlmatlm at MautMllraJ 
fi(pmmPp(fat>fHX«urhio»lr»trMnit^HiMi4 amt 
|4arai' iMuAfa (4 pttuMl I'HtmvMtr. Ihr pttrrttfafar Mlicwlrtl lu im«liral 
U fa m ow «arfart arUla^ Ifa pisik Afaait Mfrtemm t4 MA haoHIrlarow 
wtft nmMnl In (fafaitlMl pro^tnl Hwatlfac on 

luolaral rsfattiMw 


BacksrtMind 


Mrairwr HH rcmofaa at lAvt A. bMplUl ■*wn«m mtHtehranma 
M|wiM iMoln «Mlk4 Ninttc ftatltonk tMOfin'r iw. MMloorvr 
laiior joafah cwr; md l*aft wtucA rwmwa rwrtaln |fay«rrM raaUi, 
faitpHMi favfalul irvfatiotiM. and ifa»>ns nifar 

•ciNkaOk MjoI prfwiio agnl (ft tiai oMtt. nUafa iNfaiikMa wtlti 
ctaalaimm aad maal rnfatafauM ottA #fal itafai mml tfammm atv rlfafala 
lo mtfit coktn^ kt PW 1 A trr^^rvw at an prmfaiH lii4i»HkiaM HkfMr 
Iw IWI A iim aWi muuII fa IWf B. atUaM^ llvy arv i4nnHd a h*f B 
t«ofalwn * MA ffatw atm w fa faad in ivnviitr httwflaa that crMmd 
wiArt far Mcitawr IT^pruflrvfai'* Nufa Mnlkaro tiriirfa.iif1n «!•» avr 
alfafaW far MnlaRWv hTS can r hoc — » In mnti a far MA ftwfpafa, 

ffafTHfad Mratk'arr Pirt r« lrHf%a4<if Mnlk^arr F?^ * ,aM %lMt«ivr 


VlM*^a»*0 mar'ifaant«t|««ra%kiirnf aoi mm%a%ta itmik 

mafaioi— — oafag— i>ii-ai«rii wtm lao y loa 

*Vfa JBBC. fapiMfaA tWtHp»a<— oa»w4 ofalAa alWofalQ# f <o»- 
fa r adetow pfa wo 

*fa% patm fa M« «*iMt atawfa ot^Ktafatafanltaafea fafa ao IW 

‘^Iffaafai •tPrwiWor maJifaaar ata »a r4#W Ifa aafa Ma lafa^ ofawlb^ 
fa^fafa ta fa naip okfaWf^OlaatMAiAat «tL AC « iSAraiui JaPafaOfa 
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UmriWufii*, tviAftllm Uw* mmitt of «twrn>f. can cftMao* lu rocrt»a 
mtfMMI fVvarTtfttofa 4hifi < tfwn#* thnMf^i MMkifv ftfl II 

ltft«»flran>M in betlt IMlrwo and MA ter* octe-okarat mfumcMita 
rromifil-aoitfro rn Vteolkafv* ( vmi • diartriff IrrlMli^a fV»i Awilft 
tte* ainiMit b««wfW*a«W» iiatM |»«5 fit Mt>ie«a Uvkto 
Mnlrwv kryim tn |«Q ** llrtllran* Myriad AarvinaWt ItvlMkai 
r^dnaanteir opmrvlatfrtiiifitrfnAKafteektffMirthalottvrlltlaiy 
mad la^.'* aitd rtya^maita— • atewtint MBicual a Wtirflraai)' aitad |aQ 
kr a mrvlkal nmrW ** fteilkafx alknaa MA plMoto Wmi* ivM-idiaitng 
n^fin^te$i» Cted aio iliflrfitil than MHIiarr P^a noMluftig 

idUtMtU an MA |ten raancd rnfaln* owrall itniparkci 
nTf«frr<ol f«c««4tear%ai latiffltiaitromMtet lie tu 

laqr umW? Mrtlaan* n^. MA |tetei ao ptraHted In eotaldUli itelko HndU 
m ckeawiNt* » IvaieArtafy «|*afte <«i mal Murttn tnayef nCrnienidf. 
altl•»^^ Mf4i«re PTYiliaa n»k<ii«te iiorte< Mial.* HAftefaraii iik* 
tulh cwl-od'fnrkrl ouaifwtaaa tetaa tla« nm itefdy In all wt m oa l»«l ran 
eiorliMte ffnal»oef\ 1 ref«lri>>dros «Mloef\k«*^|M7A' rNteliMfmk 
afv liMlte UaiJ 191 ^ lu aaaidk Mtairt Tlamr Iteilte lw%i pfinite* 

flaanrtel un aactlc a i tn beiate-ookw of«> oiMte rabmitae kaa-o l«idi cool* 
akamceMiewra 


MA Plam 

They Wouhl AlhMtale 
of the RetuUes 
to Reiu^flchuies In the 
Pomt of Reduced 
Cant Sharing and 
Reduced E*ren»lun» 


MA t4an |oi|d%te4 tiad. «(i «Avta|>*. Ary iKtikl tilnralr anai cd Ui* 
MialMi «D Naielktailro at naducod rtad akaniA awl mtererl ftmiaima ter 
r^n Boer^keavPMi Darrvket «r Ncdli InSnrr.aftiKoidiMAilwwIii 
tairatwly (l^dof Uw2jMkplaiw.«Mfl t««ettfl>m'MMalaiotater 
{•qroier* B««i> Mrrtkar** that w o n tpM <A7 I'Ml'M HA flafw t oriwt n d tte^ 
w^aikJ olucair pefceii of ihr wtaik 1 Ml t*HPM 1 lu retell ci«l 
•kar««awUI|wn'«wl<dl?l*Ml*Mltnrpteir*cl|v?rfaiwu MArlarw 
y taif n iwf Ae> wwiM aBw«ie rHatBrdy littr rdUie relfei (1 1 pen*^ it 


'VwfMttev titecn Ada at nWatpewda ditecitte wf** idXtf Wli M 
Wootrortafdvw kfoatt* o«imi • l«wa pwOdlw oo ISrt 

Twrooitd*. odwoB— wmitei m oii < w —te n o^ 91 pm*** Wd* wad 

pw«^ k*|d^ mm mtrn 


"VWrowfdr. *1 vn tWlloteBW<T f d>» o w>*«k>»Hd w o#if tfottapdawwd 

*tewyl|i«k a m fTl WtrdftiwewwrwdawWraofyaofrowkfwaWlew a ar* 

iMnniM lk«kWe <Hod>loanaw»tei^ laW OofOd ka liwktare wi»»r»< m 

llnlj^ whwarttenw dial*# af MA Wrateiotia 
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•l(i PMPM I lo ulilCkiMi Irarfll^ dM tfr mM laiW MnU'Mir 

l.}fl»s»««aAr. iDr|ifewii*al iWUIImI ctat 

f9llM«lnk dir fcc^t«4 diiir d*M«intn *€ ihr cMr«K«i odilnaiPMl 
nnsHl m km cd lU II l*MPM fw mtrraaiiiMl oul|a*Mil rwcamcj 

wfvtnm tn $4 PMHI kvilrfiul M4MmU WneftM fnfMivMiy 

idfcriMi itKlwlMi itmirf mrviiMi, bfiitli wiliiRiUoai mrvkm. Mid iMtftfil 
<MrWm 


1 r*« 3 «ci»d llvMM A(li>cvi 94 tc. AiMinris ttveucliont 

r*f Ca«i 9>w*^| "m^**^* 



n% 

anti* « 






Miid»X>pMa 


i Ttaraiw «tMa0MfjiU 


AUmii 41 pefi*^ cdl>f«Hkivk4.crS9n4lliiftf««Hdp. Mffrffvidnitoi 
an MA phia tl«c a4Mt rhatnad acklMaotiai iwmaiiM to laor h>r aiUiliottal 

Ttmwmy 

aitlHionai pnatMim cla«|»<i -mm I4M PMPH Bawd im flai*' pfidwiHtta 
Me <^4Vnaieif that ahnot 77 |Mn^t of the latftilfMiil IvtieflK dsd 
ndia-taMi in tsMadiMr) coal dMTMg Mia hitaktJ bf vrlMlta, «IUi tlw 
rrmalMter twanf faiiM h|*a<t1ltkiml IteivdlrMv) ffvMiMm 
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MA t’lai» J*nyrctcd 
lh«u MA l3«H*ficiariP5t, 
oil AverjiXf , WihiUI 
Haw Luwrr Cos* 
Sluiriiift that) irTTi*^ 
Were in Me<iieare 
FFS, iwil Snine MA 
Beneflclariei* CouM 
Pay Mrae 


fW 3A/7. U\ |4m»» ihd lU laMvIkiity lual Ukutivi b) 

hnth 4f«l ndililiMl pivwlvtw*, wtwki N* 4S f ^roi wf nmw ii 

fiat «l«rbic fei MHliarr PHi pfuirrtfd Itiil ttiHr tvarfkUrtrav i» 
Mraar. yttmid 1*9 Mi PMm m c<mt idumg. m*4 tlwr raiifiaitai iftai Uw 
Mrttb%«rr n% mm Vurlm ftir tMr 

flirt PMPM 

Allhi>« 4 ^ pU«» f«uff<tnt (b«i t«t»HWUrtr«* luol »lMftr«{ 
laa»»r. c«i avwi#n tlan M M ri fa rtaa-«lainc|| mmn MA 

rfWH tlM ntm «l««tpg rivrwfiiAn I'MP^rrlm (#«rfvirwi wm 

N^tef tfu* Fl^ taliiMM Ibk te laKtuH* iaviMI 

rtat Alaraii ■ MA pUm •• minimi 10 b# arttnrulbr wyihaWal «r hmw 
iKHtawrt in mefMI mm In Nnlk«rr PY^ hi« na^ Ir liir^ or 

laa*rr(uraimtAmilr|P«i#»tifMV*ir«a P«e i^u«b|iA'. tfpft v a M t<MA 
NntfArUrtr* wmr- ywvitHl m |4«r*« llM pnifwiMl mt Unatnn br 

Nimr InMi at in^rrMP IYm* bi Mnfkiiv Pi^ alik'li 4iif« IM 

mfstir wqr rtaa afcuiat bir bam# baailli m nv mL SttmlMil}, IM |aarrml ol 
MA IvniHklartr^ wmr m pMm wtli bMlw pn^irit otmi 
niMlMl OTr\i4%* rtiaUai’ ki MiitK.*an* FfS.* i.Mv iMiW I.) HncM* MA 
hMifAriaftt« w4»n ba q aatb tlvar ■anr a -m Aarvui 

Ith* Mfik«r m liiar Ml tnrral «««a iMntf fM o«s li^0ff 
tisa wkm ihfy «u«M faqr uuWr Mnfewr KfS. 


* rm» ikfcia i a "ai»aa>>r*ta mtr ovtlartaWtank 

a k* ■ wa r —I b aW 

Ml fallal u* tW amka 


IMf 
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9t9^ € B09 fT9 ttw • QM«n tutu CM»t«nr. 999T 







iBUtW 




mC4i 

win* 


tIfiiaVMa 

»f«ia« 



VNrt »*«»•• 



woAtgfVt 



(’«■• ^uraiAler (UftMvlv caintjniii<rf wnvMi \w4 

MAflansk Fin nuwfAr. ivlih rroMtoiol^MtiPM 
morv than half a mllain lMa«4hiarM( «m« in MA iihau ihal laal an mat 
^Mtlntitnll lnnt«tfMi.a4tnlM^nwi#miCWn^(artf«in(vrb)lA 
platai Uatf tantaraJ nat aHvtah llail c«tAl tvattl m hljOMor iia»rv fur a 
l«Mr4ial mil nr airrr for itiiM* awntr length hnafOiii 
In Mi^tkuv m In MCrT. ^irfkkfi»r«^l a fMC ik^lMr fur 
ihr finr tiv^MaJ •iaor In a tertrOl yr m ut an rtaAirUHp frv Mitaarpma 


’*fha w«ta» ln«t) «•« te MaAnr* tTH aw \4 «hr» t 
•a^f«» ^ tftatrar* fvw arf**! na a 


I an artna M a VwirjU’ 


rB»r 


aan a arm 
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«ta^ M IN* «af»f* ivvImI 4f«l « 91 cfIrHWfwrr fhr 

Mr»k«» dui ftktrtgnl im iko M llw IM 4 dv* of ■ 

>iay Md UK|«r flay IN'iailampimi fla»^ Hi iha ttsQ ** 

2 an illwtn«n<a x any W of «» MA |4an tkal «taaM lanw 

r«|iMnl a twHlHao (•> kilhrr ii|aittr«i ««8U ilm laDdrt MHIf are ITfi 
WMr dw idai ai Utealnttfw traMfffi W kiaci kmw coal dunni aNai 
%lf4<we ff% Idt INIUI Iwafifeal aia^^oC I da^cc Im m latll a» tiMal 
htaaiAaJ Ma^of IOdviic««Nira.furiAV*ufotli«r Wadltallir MAf4aii 
roiM ktkT mm liawid h '^Hlni mnr^ ihan 4t.#ni atiim* ratl^#tM»iM r«*an 
ojakf Mk'dlcarr ITH IN* da|wH> Wl^vca <)U»4jf.(HM4in coda ufatrf the 
MA rdn and rfatn Mad i ar* fTH wvi lafiraa mhm fni ya m n 
iilitatiiari NnidtaJ dills lii itieMie Wiiefli peftnA slfR^ Wf4 < mf 
duH not cImtih' s dMiwidil* If an atAatsaaiM onvni wHiUii Midqm cd m 
prevtMis aitoiNdfai 


** l ltd caw yy^r— w afaa an afcj » Wns^ r^mw le 
•■fahatavl^wvnat snlCiavs 


ra»a 
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Hm V ifni Mna ai Mfcn— ■■■ mii ■ ro m ni 

SiiRir NA \^m3 luil nitf IM niuJiMiM^ M|i pfuir«« 

iMrAitarkM itpiat h«Mi aiMuIvu oti i*nal i4tamiA. Am *d AiUQ** 9117. 

•! pfforM <^hffirfk'iArtf« wwt enrrrilnl In |ilMi» Om hMl an iMi «if 
fsKioH maunmuK Hinwrvr aotiw |ife«M «u^MkKi <vftM MmtrMi froc* 
ihr <>«i iifftirhM tmtlfwiN 8»fvfc^ iliai mtrt typically 


N^IM 


n»i» iM^wrr 




29 


l*aft U 4ri|> o44«iittl * iMliMlivftf abwr «m1 

Nifiul hMhli wrMrMv hr«np IimHK «»f\1rt«s mmI c^nMf in»^n< 


SlA I’laie* f*nurcl«J 
Api^in.ixiniiitH>' 

87 Peit’rm ofTblal 
R<*vetnn* WiMild be 
S|»enl on Me<lb^ 
Rxiien!«ef< 


For aifT. M«\ |4aiBi Uwir loliA n^uilM lITft^ 

th^ NT f w wl (MCI l*MI*M 1 1« »MlnN 

f KIKfwwk Hmia nintrr w<«iM i9CN<ai»MlH> 

f pvtrvtt iNItfUJ rv«rmr|t71 mm I uk wt w tiw^irai «r»facMra. iw 
•ilnMNtfiilrM fTnrta^>i^#«p^fv«<«, an4«|CH*HltvM»*tr 

4 OW mm> on Ifie pkm’ |«t44s^ u« i^rto^r. Tlr#r wm 

•snMBw sfMMN iMintiiMi pUm m Ckr ii ^twi i iif |»qi»rtt»l ■» 

tr on nw<1k«J n|a<«i«ro rwnufHrtA otaioi -lOrmofK iif 
U«rAiUm*»— l.T aiill<ai— «»fto »nnilN«l «i pka» Aii 
l««« ttw mpomoK tm ot M l m l otpoivooL WMI# A«fv !■ i»n iMNiRnw 
oufaUftJ fof llir t>my»4n|f of mnitc* UiN ftivfyilbr Hirfi ut air<4ia4 
faprtoMi. CotfiTMo wk^rai tiio ti^ptneo i O UorolaiU i» mfiirr rntMiuin 
i4ovolMihlo f9f NA iMh In ih^ riiMnoiV IfriNih liNl Hrtlkorr PnnMikfi 


MA |4Mi!>|««Cin«4ot|»ffpr»opf«r«HT (M ««TUlft««lr|»>rtr»(i4 
lunnoAral ■ . tw-luAr«| nortoovu ootl — It* iM»9 MA 

|4m>— P rtiltff* l^ko<ArfTtro i l*f1'N>— «|iaroif«1 • tof|No y»froN3if» of 
Ca> OMflirltac *<*4 Umi ollirr |4«it l>vr« * tlm m m 

IBOT rti U ir c< wowi nnom# , i iool aq m oil >»l#o Ki f ^>o 
44|»fn:y«i fco fVT^ |4«fn niM|«vf«l fnrolMA littn 


iM*o*o4oiktfet^lko «»f* 

• pkroftm 

*TW<liiifi't IlioM »<tboiJlo«^a*CttlUMrktt NA lUN 
IMMiC^^HM«3>rA’>«noin itiOwH— <ftiow— iwii^k^iLJOOT 

|4»o Nbio lo^ftruwi to »• > w »*kr ilis »c^pi ftp pftMft immo 

<*#«* pite «* •rOaftf •« t«v Mftm* «*?* Ntotk 

y— >oo«» tftftooft— ^ iIHHR fti>w M4 l>io>ft»<»ii— 4 hiitkt 
lliftoftMMAiFNJ*i fti»41no<— >1 INNo m.‘ ftwrtNk Wi** 4 !• mttag 
poookf»««#M t w wk olft W o *0 , 'f»n nl^.oen mm ft ■»!<•«• 
«I«p 4»««4 wft ift ivOftMVO****** 4lfto mm 

aftotoOlf a t# piniftfi. 


Nftll 
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C'ont’ludinjt 

OtHsrnalkMis 


Mtaliraiv siAvckt aiw pt bviarfftwy m MA Uuii llfkan tiv WtivAccnt** 
|» Mf«lir.vr M tn r«lli»«lnl wIrttbiMi <«•< «» IM 

fhJib iHI* llmNili 9 Dli In 20 ^ 7 . U»' HJi lAm* m 

M^ul In j pi m wmiWy l*Mt*M <«i jwprma MA fAatsi 
thp) alkv^bi* ihe «m rin^irliy ihffr 

HI iMntil— lu b»M4i*urM* In tvAirt pfuatMtf* itaU h> bmwr Umt ttaH- 
iNrt H frr <rrr » Tm pni>w<1 ttv^ wnWiI !»«• » 

nekimv^ Muli |»c«tiiMi itf Itirir ItpenTM— •» 
inffy*!# nAHnwM femrlMii tiul an* rH iRtMr MRftiivr fTM 

tNr n%«lr« frfirfiil(r liwv* In flair indlti cmr Muar 
■IfimlaUA’ fie rmho^ iMarAiiam* rtrUlrd 1» MA fiaiR r»im' l•«rA<Uft•% 
fMQr fbn* lH0rr rnqw^iRxi itun fhry imralrt In Mnliran* P'^vlhrr, 
Ivraina* ptnMiciR |«mJ by btiieArUfir* In Mnlkw FFB •!« tlnl to bub 
MRliran* FTSaRl MAnwto. iMMArtama <ov«ml imWr Mnlantn* n'H 
wv Hut MA 

fwwfnf mullirt lla sMiw llul MA briMfWMflM f*rvl«v H 
lh» fbfm nf rHitwI hmi Mcvt»|| biR*r fcvRlum and rnctni twoHlum 
fMVili Or Irrnanl *.tm btCR' tif Iru^Mtlni In Mnla uir FTHHi 
iMcmir ter |to4irjwi<i»iK Hc mw w. If ibr pute? R In nteRitn* 

hn«JH>r«rr irflinrlR^oifr MnUun* h(Urflc4«1r«, || luy Yir iRiir 
rflkyrtn In «lln\11> UOtel miUMc* b» « ilr fUn^ birmircnw infRUliui 
lhan In ralrmltD* |rmliRW and r«*a rbarHn ter MS M A brirt h ^rWia 
iMbHItet OiMr nbn are «HI olT. .Anf'fainmanmiiffn Or ikn^ tiaal 
nan irflbr MA pniftraai. H will Iw iR|K«tafA fir pcHryttaUMai In IuUrv 
O r irr<>i c^lmMliiarVr-fnftecItif ^*** In MiA |teiM and iNur bi 
MAdknn* FTS— wlOi Or nrttwaMy ul aAlrnru^ Mitlac^’* kamArnii 
fllMirUl hMith 


Mr navaun OAa coapimm tror pn^urH mmrtei t r«ajM br in 
na^KVMl In aiff ifaratkan )un «r iMter MrMlrta uf Ite* Siutt.>jiuiallir irq 
laRt ai ttoR itRT- 

futtbrr ifiimtcran airul tbR iMtimiRy. pteair coiterl 
JaiRwfri^rnwai U tr conpmT j rpa* C 'mtan prtetei 

fir our <Nn«a>«^ i ArtetajiBi aial fAit4k Aflalm nuy br fiaiial 

fR Hr lac |cur of Uca r j aaartc. I'IrMrr HnakwttM, Aia>r.aal iJuwrUr; 
irmk .^rr. AlfCAitef l^airteraliL <ffrfic> <}|iHn. Ibfu bag. «Nl 
t tmaiauC. Hann imdr kvjr nialHMteNai In Oaa riCawwil 


r^ la 


iianaaaur 
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M UA na«tf— tit# 

UMidSMM »l««f 

ptfviMMn kr«M OAO K iwr.^i. »«<■>» *<» 

fmrntfrnmm ptw— on nini^it—rctay fnaa—iy it — 

mnrt— t— g— rtifi— % 
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GAO^ Mtsbion 

IW* riannwiMWl .V^iNnUMIIjr OflW. tlif Mill. rv«l«tAr«. MMl 

uiii iif<«3figrrM. ll§ 

♦mtUNUmd rwfw titl to Ii4|i Imivimv Hm* r<tfij«toAtr<r tod 

uf toi* fnWrai iMwtmwii Ar AjMTtcAii |kw|^'- 

namma* cto> vt finto; i^toul** totorti |tn«|mt»* anti putolra; 

and pnmctoi aiw^)toa«. rarua»mtoliiaa. andcthar ■— towKr to tto|i 
I'faiipw** laato uilcmMl trwn^xtt- fniry. tori niariaiK riNnatcm 
rmmltMmi in y>nrt ffca^yraiial H rHWtorila to rivr valarw 

1 1 iNfiiaUllo. INrtrttt. and iHlatilto 

Obuining Copies of 
GAO Reports and 
Tesumony 

fW* fairti^ jtpfl rw4i N momehiMiodfamff liMIOiritnrRiiijiMini* 

S tl*i«l|ti G.MYi Well f unra '.pii ai% > E«rli ««rrtt>». 0 AO pra>» 

iir»t> Hraenl rrfaMI*, IntHnirv 4n) •'Xmiiifatrfa'r ■>« lt> Wrl'Me T» 
Num GAO r imU you • IM loikly iimimI imliro nn> aUrfiMiiii go 
luuiruaugM ufJmAil'Euuill^WM’ 

< Inter !>>' Mall or Hhnne 

TV* Aial e«f 9 nC awli |«iaai^ trfaMt b frvr. .USillltaiaJ cviaa^ art* IS etoii 

A ciaivk or taaiM 7 imWr itoaaM to marir oti lu Ihr Sto«t«lriRlrtil uf 
(jurtowMJk. UAU ban aniitHa \1HA tori lAtoonvb. ilirimi A* 100 or 
aanrr etyow raaalMl lit ■ aaii^ o^lnao tmr ^amtfimd 2) prrmi. Clrdmi 
tonatd to toft In 

r,& OtitomaMtfi JtoroualiAMfely Ullko 

MlCitavHSIV.BiKanLM 
^mhrnmnm, iH'iMriM 

T»«rAt b> Biwir; Vi»« i2ttl) alSMUl 

TDU 

Fka: i:aiU)IIS4Ail| 

To Report P>Biid, 
Waste, and Abuse in 
Federal Projtrams 

itolatl: 

Wrbbir «>t^4aitpn.%ai»lliPi‘fhaNlif(Aitfi 

C-Mill fnanfetrl^paipM 

AiiniioiMJ atoMutoq ayXtoi (NOO) 4S4-(4M inrHCl 61J-7I7V 

ConKremkMiiU 

ItelatHitis 

Hal|li tbwii Maiaapac MRvtor. to*nfV|to>4k^. <2021 SLi^MO 

L',& Otnofiiianil Arrtaaalitoftly (lllko. 441 0 ifemi hni, Bkitait T12fi 
UWuapiNt, IM M4M 

Public /MTairs 

<llwttliMI«(. Mil«a>NtlAiwrk«.>ip««rlll|guaa>,l3iejBI:'-«lH 
Gifwmiwfii Ac'mjauAiay IJIlkw. ill C itovti NS, foton TIW 
WsiiaMgiMk. Ill MCiM 


Mann to toc«a ro Mtoo 
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GAO 


OwiTMwm tmUr 

Rt>port lo Cungivsfiiutuil Ktt|Ufstfre 


MEDICARE 

ADVANTAGE 

Increased Spending 
Relative to Medicai*e 
Fee-for-Service May 
Not Always Reduce 
Beneficiaiy 
Out-of-Pocket Costs 


Till* Erpurt b IV'inpafartljr Kr»trirt*4 iVniUiiil 
(MlbUl Publk KrirsM^. 


G A 0 


4iAO-Oft>St8 
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^ G A O 

Highlights 


MEDICARE ADVANTAGE 

IncfMMd Sp«ndit>g R«lailv« to MeOtcaro Foa-rof- 
Sorvlco May Not Aiwaya Raduca Banaiftclory Out-of- 
Pocket Co«^ 


Why GAO OMWiw Study 

•N«4 |t#(«l»a« ««• Hsfcraw 
MAtpte* wi 
■i»nMlw t» tl* 
t*^9 mr s itm inS'i pmni t 

••tCpWb' dVffMadw^ Ml 4*- ItMai 
m • (O^rf dkrf «*««i 9 t4 VaM%<«»a* 

t»r»fWM4 itnpsfi «f vvsta4 
n<yv»Mli Ml 114 Iwkt !««• 
laaiMBsilt Im II !■«« ?m ivvsMa 
H<atd MS M»Mkl l«a* 
•^#•1 to Sto>»%*l M4 l^^ofaiMVw 
l•▼^ti»«a•*al to Ns»l« dfr FFV 
tooaw tov tNdlswsil 

•4«i« 4m rat irf tor MA 

■Ml <• fMlftovttti to tAvtml 

Um# 

tons fW«o U1 

NA |4«t« toksiM* M |Mt irrttof* |rt 
tocMtAiJWI^ ‘ f dytMMl to|Miw«to 
tontotoi ctnrtssl «Mvr M«4* to? 
rVX AAmm il MA |4«to m iM 
tot «fcUAtoto Urdtotok* 
to«i*»MAr«4«Mp llVMMar 
rf4wifR<«»l «a«r<l«rw •44M(««J 

IsdtlVYArv toAtsI 

Utvfl? f?* omstti aMtor 
Nr4>to? fTK r?to«T |— to u t. 
i« r? toa i I»avfkljf7 r«to toaiu# 

T^m n^aat oMiAark Am ASfT 
1 1 1 Ha mAm* ImI rrlMto 

siatM |2.< laAllSMA I•'la11to 

NA |4Ma>Adaraaaaly omTadl «a4 

llrto HMto. :ll NA lAtoto' ywtM -lsto 
nM <ta«to«: mbA 1 4 « Hi ptoM 
■Jhsmiaaicf ici^prtod !*«?■■» 
aMlrtovaawM fw%l>toM4r>r4 tltoa 
III Ha aAam to«l fr^waarw 

todt*?nik?tdl Ah lla-IMMl 

ftaaaaas l»frw«>f HA rto». 
■rt«*«MtM Av Tl !■?«??« iM M 
tafrfA'toraa to NA |4M*t. 

UaaatoaAMfttoArt natoPABtoaflc— 
»r9 MMMtoto toto artu«;>^ m 

CoapMaa Jt «ni ai>-n to a« 

■Up*aM|to«M 


Whm GAO round 

t» Jir, f^m pnArcto4 toi rt4«tiv?4) of thnr niaMo SKaAd W if»am t«i 

a^illAtool UairMa oatfawdAi iTot-Wsraaf anl lavitaua trtoallcaM 1 4 lha 
rv4toto «< Mr PHIH, liiM lta*> maaAl 

Uiator.Aau IM l*HrM (II latoMtot) oi atAUkaM baaaftov alaato IT.l mi*U 
(fOprTTTHi I to F s to avU r«M aAanio, Mai alaatl All mi*H |3)p«nTto I lc» 
mtarkl |•rf«aMto 

I atig fualtu Intoi latoi Mmm m4 taHtoaaaal famttoaa pAm roaatsal a 
saftoflF oMitaiaaJ laiaAla laA tiaatidl liy Hf*lato«r ID* to JlC. torAMto^ 
M*l sWrai IwdawCia <!» ^ kvtto «f plM?*' tlraas rWU> r<«lr«ato4 
lAal aatoaloa ovmAI fttf ft» anwoiaato^ 77 |o«raa« ti aAstiatoaJ landtoia 
tail a4ill»ia«J latwAiMn |Hrt«aM» *«diAl |a0 !•* tor rr«aMttH'<AI lat^'ktU 

HA liar* uw^s n ad the. c» .laiidmto, iMtotoUfAn* tt llatr piau mtoAl hfvv 
Aamr rt«4 afamM AMa Mni»tov ID* c ta l aAt tito totlttalato ahAiap#! a«aa? 
HA |4Mto|H<4rHnl ita« iMf Ararfktoflra toiaM Kmm 14iM« r«« dAailaf Au 
ranato aaf\Afw ratopertro loafi aa UMa* Aaolto ito** aa«l toiolloai aaixAcwat 
ItocaoM rato aAailfO oaa |to8|artoal tn W AMtor A v acaaa tto so *** nf 
aiT?««^. ArfrfWanra otoi firpanftk inidl llato lM»r Itot 

rarfiilt real sAaflrft toai toMtol W laalrr HhIa mh ITK 

On arrtipr HA Ham |aofa i tod| llatf lArf a*aiil aliatoi- tosaaf 47 laantttf <d 
M4al rvAtoato llfVnof f7W IHPHi in lar^Haairipiro *poni«toMrO 
tpNraal(l71 l*HrH ttotasafttodActo r^aMoa. ifalaattot .atwtioartotoa. 
miAiliac. bnI Wr« md iponraatadil/ 4 pattrto < IM niFN < In <Ac t*Mw' 
toai0a.iiiaMMar^ talHttIrptoito' fanfl .Alstal «<ArarfVtoflra 

totov armlMl to lAara iIm |to»>wtnl tAr» niatol atostor Aon lAon AS |Moratot 
cf Aav rw«t«ton to ■aato'al rspasam. 

HYMtito tla* salto ilM MA IvaadW k«%« rncmirn- in lAr Ama itf mAafod 
touftop. Amvr lavatoiaao aM Mtotoamal kotailla to mviA itoa acAtUctarf rtaa 
ton AatUsai fia laAArpaaiArra Hutorvao. i lAa- pa4a> o t# rrto?* to In aaloaliar 
AraMi itov tatotoa^lno -#?«••»■ H»4l^o<? lBOtofbiartf>\ il ima M itono 
dllAtoai to lAawtly taruto niAnaAra in a lAftotaal laoMarcaar ptfatoitnai toast 
tostiaUtoto' itoattwaa aial itail afnauN tor al HA ArralYrMtoo ■•rfealtN 
Itoor otoian* nHhff Aa I «<atoPtoikaad<AintoriA«a4toi Mat umI «>f M.A. N 
■till to iraidHtaai Aw|»ato)Taatotoiaa ladara?' to# iMaaAaaf braafAlartMaail 
tto ■»pwto«y of totonotu Madavw • Asaototw naatatal Aralto 

latkyaiaaosiaai «ii atlraAirfilAa rr|aMt. ttoCiaatona fra Hrtot'aM A Mrtot'jaal 
tofMrao aaiOMtontf cnarom Ifcal to# noon waa nol todarwod toraia# II itol 
Mt duffbiraltr fiai»oto tot MMtto^tool MA pAtOk l*AI i itmppwto T^to 
n^sHl iwaAton tofrtirntlrtxti tom latotopntoal^Ntof tocttol aop 
aacl AlMlItotl tan a rrao in nhait MA tMMtounm roaM Atm lan-rtf-fBarArt 
mnto AMtoTtoaa itotj moaM iunr ra|aratamj tutor H# Aa.T n IDl 
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IL^ nmn fM>wr^4 TIUI Tt>f» Wftitl .^A<aTti* RHMhHf Llo^f# 
TUit Rr4»*n iti AiMRaiMrf Br<i<lU m%i tir MaH^V ^ 
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MA l*k«u IW«1 IMair* «Mt AiftlcaiMi IWaiMiM tutiiv^ 
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AiHtCkiMi 4Mt VMiM 
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«r 
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I'omawnta IPom tkr Centcra Rir MnUran* ft 



M»ilkaM S«nir*« 

IT 
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Takimi 


1 : fcifir AfWMra mtH Aliantwi tt> tW«« 4 Ma, 

Prrfimii IMKikm iImI Tim BnltMtlt«n I9 

J«r tl 

IVifc* fe Ft r r 0 Mf ^ Ilf lh«HlrUftf« *1 flam'tWl vi 

AiMtkfMJ PlHiMUM t»«l .Vvvi0p Amitiii of .VIiIiI(mJ 
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HwUnMlMi.lK SUfMK 


>'«4innry O, ISIM 

Rf^pjinivn 

k JIM, itw ifywfiTwwpi m 'iRlhr 

M»Aitfv AiltuAcir <NAj imiiffliH m 4 li»nMU«« Ui tli# o«l 0 ftR MnUiar 
kt far W9vmv l * Tb» MA im^Rntn ivm-utM hmtli am* 

ct»mfr«» Nl« 4 klMlr 9 tN*c«igli ift wK lif«llh ( 4 am rrfrfml 

||»|» MA ( 4 ai«i Jk id Am»l JM?. &1 ■lilmt pMikr— «laMl <«iv oii utf 
0r0ty flw M*i#r«rv h»iw 4 ki ar »»» •t n ^w MtmlM m mi MA pka. Allhsiak 
pftikp h?«Ui pUi» mktonM fei ke ttfC^iai • p<«rMUI 

Mf«m» uC .%Mlca«« wek f 4 aiat lanv •irmiwivJ uttfitl 

pnwDWi •fMMtnR Mrtli^vr iRMnrtMil ««i pfttair Iw^h pkM ha* 
Rifmpnl r«| 4 iBv' «Kt-kr f npcRwrri id itie Me 4 k«ri* Prmrk*^* (tfUl 
kVfu«%iiMl, «t 4 MwkmiattM A <1 W iMO^IMA^' itatif (M pan^l 
kran ] 9 IM III 3 in w%ll» mnitiiMit lua t uri raaifl liy ma«v Ihaa 
m penttil THr M)tL\ UarftaHl (RoaiifM mm fi« pfUkr InaHI p 4 af* 4 fal 
i 4 lim«aj tor lanpa lamai nlr «KWaaaa^ mumh uk«T liiMk ‘ 
paamatt Ri f naaaa#aa 4 i(w 4 MA pUaAtfti^avat aiefa mnary m akkiiaMJ 
br«K^ fHalUr to ikiar mxaUkdr laNlM aueli as vittoi muI 

baanm iwiuctaMai m ctmk i 4 awtial — anaiatii ■ laaialk-aary 

pa^a fnc rraoriH armrwa aa «1 rakrtinm M ke fTPaitaia* *ai MIV 
Mf^arr n^laaif(WkiiMpa> fM ttnafigp iifi>ai|iaitoN amlc^^aatl 
iMipaUrtA thtok flR|au«tal Ifi 2 Ufti MA pb«a vnaa av^aavd to aalsia 
htoi ftH (VTAlffenf MaRkamnrMTcM amVaa. MA f 4 affi tta* a« 4 iia)tta «1 
bM» brkM pmiHiTMia«tl lirfafiiaarta aiMItfcMMl |a«Mlff 4 J^ 

biaurm m ntoaltas mmI M» n » nafatml In i^wail Ihurwlaaw im aktiiiwai 


'to» > iM» »ay Pifcirfa tonrwUpMtii aw pf pi y tap i iw— ipra aft^a owr. 
i<n— »p»tatnP »aa Imi iaww aaJ ■aa»»an>i Wwi I fcitoaw 

VMl A caa «iiteM— — «Mf« to< an < ttoi lllii««Baa tMBacv.aaJ 
rwprwlva|#al>aapn*^ p to n‘<n<> tanr oTwrBa ltoa»w« Aaaa (tw 
to— »<■ ippi M toaBM»t<toia»M»l¥V M«A«afPto«*lk«itoMliM*>ia»ia«a*«a 
i4ap«at<ai«*faM to Um^evt hai A nIB wnwaaftoatiatvan NaMi|4toatl« 
towwiaatarto i ABtoaai 

I >a ft Mil tm0 pmhmrnt^tMam ta i»t|Maat^toftaan *toi aoWtotoMP 
tofin 

^ L to* Itoin I ». «. 1 1 * ftai JDH. 

IlKWP NaatfAtopItol f M aai^ | to toftaipto> to*M» twoiiiaaai 

ttova# Ito M iiB La p* * Oaaa i a «Bto a IMlt rv«B»v4 tor UnBr aw .amaato* 

■o< rliap»l 4 «B— ipTai»l to i to paat 


i4JM*-a»toa 



39 


n*t w v»4 ftM rt itn. m»im1 of 9 <>cw <> iiimn» Ihf 

Akm. 


M llir MA pMCTiM lia»gniw«, M«»r ttid ftM 0 TMUAd 

MJ^tacn hst^ ma#«i ni w wiw aheiit ihr atMl rtM itf Ihr pranrui m 

wrHI m ii» dlNt on (HTfAl Mrilksarr TTr Mr«||< tro 

i iIMmIPM'I fiHmd llHt ptyrtwmiM to kU t^M to 2Ut) 

I19 U pffrew wk0l MNIf trr woiiil h«ir {toil luil HA 
IwiirAcMrtto Hto«40i Mitlmut’ FV&* TW C ‘m<p 1 ■>■ mil 

HwIHH <lflrv* rtolitotMl HMIofi In inp^ toO Mf^ttran* 

2012 b Ihrmtol c#MlUi«MApUn |•9Mnlli•btov 
wi PI’Si^nrtiiK' HApfetoi'faqro'nMilitopUrv'anatMllmal 
fiufK.'t4 u» tlr MHk«rr pn^rwi. wMili tor <'<«i9(rc4kr 0«ttrfal 

ml iittom lu»v rutod bnmk Ntm ttium kif^Hamii liaMirul rbj4ba||M 
rr«i#tlng fK«ii f«4r« rarr t»9if omI the niirwifft nf tor Uhf 

b«sit» ariMniJuit* PtoputmUof Clw Ma pna$ratti Mtott Ihal rutml 
Imvl idHA pbn Im alktorvl ptw>r to t^r tiJ w to b ji tii tm w a 

bvurflti mt4 iMbr iwr niwi* affirnkUr Um bvfwAcbficft. 

pammlirty to nirto jntoi vHnfr fvtMtor piwi i^lraM had hrm sioy 
Mnllnl riftin'. lhr>Miie toil tfr HA pni|ntoipn>»Mr»tcfiHliUfir» 
with prt^to# ptoa ctoMm md vviaMm tlmn In M4nt ptoaa ton nd hn 

torir infmncnfnr slnbc TbftaktoptfniociiilMi 

t>ito« 1 itoab wtUi low iMiMM* yvIn* tto aul ifnaldk luf idtor UMinttMto 
hfith itotorwmy mp mrtit* totnr nnaartol rHkfH^nnAliC than 
MA pUii i'dika of ikaf (t«mf MA imabMti »to||m ihal Iht pcilty 
nl ^ toto totoml»#itg» tfv liralto rarv nf «Mt\lftoaU with km tormafVKil 
hr ■!!«« cfnricM lo ilmU> UfOet Mto«Mlr*to4 «vi4riiird km- 
MM-mw pc^iAalUM aulraH nf MiltocAatoii Ih* brallhnn ootoa of aB MA 
bffiefktodrt Pnunwi ctHIw Mao mrfi ihfi • Ifftr p<*ik<i of tor 
lahtfmato faomrton In HA ptoaa pen to inA aiM a to mahaa lltv rtatoi 
oad tiui oono MA himHIHinm firr IpM^rr cnm diiftni than itiri wmOl If 
tory nmr i fr d (Vfrtmr toimigh Mrilmtiv FYH I4iaii<mto law toati Inn 
raltod Ihni «1iir th» MA pm 0 m pimkh^t tomrflrtanmi wok aiaiv hrallh 


tto 4 a^» PM<n« Aihmy < m— ma. IV iimnf? itonatoP* Ai#*— nl 

Mmrac tUtoamr*. OC. toMldffTV 

1 *«tonaMiBntoM<drW« IW toto am A n g n m^ jWtoam a»»i 

tola ton PtPna taradtopm t>r AptfAVTi 

>W«toMUMa*«f toman*'* >tf i-ni fai nl taATp-i nitoll idim§ fVna 
Omtkok Oar ntarv to^ulm rVtom Atov. CA« 

IL PVTi 


rnl 





40 


pton rho 4 rf«« It N* tor 9 Ht^n tn 

unimiiml Ihr uf tliflrnnl imitinm«iU. bi 

j itottiiw^ wf f itiT wu low Mrr dMtf iM'aiM* fvmiiivM fuki 

b» toitrOf toftr» to Mnftiwr Fl^ orr Urd lu bdli KMtrrr m mt\ UA 
pmwrtm if>rnllaii tor wxc mm isiftsmla t» MA frtam n^aife in Itoto^ 
pmitorns fif fli Mf«to\irrUtifllri«ltr» 

Mftoitof foi^MA itofwpiTtomhff p>T>M»iih<rMrM>«rNmmtoto to 
b«MtJ un a ipiui'a bii— 41* uf tiv iwrtMr t ii toton lu iMWitor a 

bm^KrtoO' vtto amlnw llM cmtvrtl imlrr Mr^trarr nad ■ 
bf«r NiMib— llir iiualnNUW aiauaia Medic to« «til itoi tor (toil to ato%i> mi 
afpfiato bm*nrtofy. Hrartocairlai vanr by oeutoy, aMllnmi7,faia> 
couaiy III tfr I’toird fbair* toaJ a liffatoiiwk tliai at toM «• N^i m 
in into* Matocw FFS laariaitoK l*MPM n toto nianto U the itoa'a lad to 
hlihrr toifi tor fmicImMli. MMkMr tor (ton iliraftcmni of tor 

bttirtotMfk. ani tor |toii niato r to r to * lMM4W«am«apra«lMn In ivltoci 
tor aiantoft Ih atokh thr bM norwrcto tbr hpfrbnarlt IT tlv ptaa'a Nd la 
knave Han tia* {■Mabnaili, Meto i toi pa^ lla* pkai Ua* Miwtail uClIr baJ 
:tod iratorman ackllllmal rvtaa* paiifwl lo thv ptoav^nl In TTI p vna ^ <4 
tortoffctvfrvbHtocTOtor tracliMirk aialtor Mil uav tor rctoair lo 
pcmKto Ihvir bmvCktaitoat mlb atoiaat tab NaiHIto btywai tocav idtonal ai 
MnIi wr rm. fetotov prraitonto mtoi r ccto towtuto or mq ccntotaaikia 
ul tor Uaav. la 3MlT. tor kaad MtaMail cf ntoaU« faail to MA ptom waa 
itocfti i^l Nllfai i^rraftpk IbraicfrvifcviMatciaataMaheto rHiaifbtfr 
otoralalftd.l Avaarllvaa uf alivllart a plana bal toaktHrot Iwtovi tor 
bvfirivnpvfc aplanfWQrikafUPltobfwIktaflpaaaacMHIrafuJpmiaitaiaa 
pnMkk toMikataJ bvfrfka ra mltoikiaa m coat toaniK toai are ma 
olhvftolav tounnva by ntoatova* 

(itovct tlto atoltBMad ^vtitotfl — lialiitoial trNara hw tor MA ftaapaim 
yon aMovd that tor iMcWiitor a MiM^ loi %tA fitm' rrluiva. l•^HIl 
packapra* Mid nrrvfaMa. l>to wpott rmaialiaMfurdKC ll>buw MApkato 
pndmrd tort' vceiM atoirair thv rvtaara ihvt w o^. (m tohai atotltoHvil 
bvtirnto MS pkM cMMiioiik^ niavrvd wtk Ua* e^kaiito mM aikllUMMl 


toOari warr>a«|at^ Wlitilto to^ptoarO dW rp— tallW anparrOanvWH 
ito a»aaa ««« aiarfaiappfVtdM 

*M«aV i^ i rpwvPpntoMiBa n apptairrtaraari •n«N**frarm»«r4 41 {■fwaiar 

aUlraMklrrar* kipMa laa lary^aMa—l^aaiaa tor# 
tfOaal traitoa akat Mrar mi ^miar k wp vl Mr wra rtl lapi to taatoi^ 
a« 4 r a »<iM ai to <m i np H <pa r laifia 
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pfii^tafv«i«nrf ttr cfMKcCthw wt4ltkmJ hrtipflw <]n hcMr MA 

pki*’ tmtfkidrtl cmt all«r»if os«««ll MMl by tyv^of «tf>Uv 

«n Mf«1lrafv* md f4) l«>« UA pUm iW^ «fwM 

iilurAir thnt mniar In ifinlktl omI uthcf 

Wf MTd mi) piVfuo mmvt^ In *m iHr snTT Ibit fAViif 

Tud mn md tlw 3117 Hmi fftMdU dalii Uial MA pium vdiaNtrtl 

»> Or Irfflffn fi v VlediTar^ A MnJkdM H'lOlX Or> acrtiry Om 

wliMin4M» Ttw luj pmtio tUl« rtaldn MA |iMm’ 

of OHr rrtii w r w|On^»»riw id rmi—ir mimr^ ^^irrlfWMlF.ttrhlrt 
prtiifM •Ml* rundfi lr0)OiMtk<i u* tf r wiouM ct tiMv» Md *Allc»)ful 
pnmiviwi pUm ihry- irdi Id had artOilcml ImvIlM. 

mitint pre^iHri*. t*i«l irdUffd I'Uii tluflro prti (ng iMu 4 Id) 

notitaa altwHMiD alnui hcMr daiM pro i »rU<l coal dumu reti^Mivd la 
rdknaiM ofcc*! diamf n AMi f7% lad plM* |rc4rrtlo«*«f 
mt«iw fwv*i««nfl»— *|*iicii«| ufi MMlaral nx|Maaa%. tiaatltt* oti net)* 
mMlni #iiprfDm|M»rtia**urtaiiri|l «On *m 1 wrtfdrtaf3dln»i>**iltliHr 
HMfOia* Tia bciafk |Mcfui|r <1 Mm niiiiaii drtdlrtt IfOmiMikMi u* lla 
bmaflM mdrrat-dcwtnii a mw nr i w ^teof fiAim 

Or *fMbi»dbld|«lrii|(4tei wdHawOl lial* fmm Icair 

pUn aM(t) in^t)rf for FH pefitvi <€ IL\ ffmilnm 

nateilnA IImOIi Maalivtaira (.IruaMaliun iHMOji l^alr FW>fc«^ 
?irnrlo» < l*m> Pta*». ^OrrMt Prmkbv OigaMuikWH rrPTH **d 
IVDVlikf-%<— i»ail UfQaioOwD Buntmt- Ihuvr iwfv ia(| 22 

l^*t*nri rfpllarwt Inllieir f4ar*i«Mndk I nf Mai MA 
lafolMiefK. M ilM nm rrfajff rv*alu foe P9f.H. lail tMlakd 

lOrtn I* Uw aiirt^pard nwila «r it y tlrd hir all MA |i*aa MW ifarlislMi 
p4af» tfac hi»f rmrktkaa ca mrdlMfni aacfi m ftrytoygf piun Md 
!>|wrad Mradi l*baa i:iMP>— « mI bda lor phaa IkM <*i|f cuaw ratUMi 


l iMpa. —a aari wDrnd aia a*d D .D4a*«|aaa r — aa a * r riraa alDf » K *a 

••4 f aa4 >d a* Mi la nttoa nmnaaraa. atari aftoriv* awla 

rv«vaik<lt<^a«Ma|4a<rla*v a a«M>»r tDa^.«a«ar**iM )lrtd—‘» n waaD 
M lalar I ardrd —I aai —> * 1^ 

**10* * DTtara N« t| pTorfi lHA^taidaaa . Ftt^tAow il f wi a D 
ftiaaaa Ml Nm lM»«*a,D«da*Ll« M|»a«r«4 alMailDim Tl» fraoaa* 
l|aaBaaaiaagdrfyaiwaaiaafc*ai04rdla»p»l*»>— a»la^*dm* 
Paw*n— »a tlMCfcaaaaial i ’Ma t »talr»M>^ H »'d« n tUllatMD^al L •>!*« 
Ffl^ NfvdwMtaiw’aa/ panaW IM —i i r * l^t**i'* paamatra 
laataa*ia ii rtaii arMaart a»i>aa<airt»— partDw lU fM* M 

la#aa I 1 dagp i — at aif)*^ tm tm 9 f 9 mm t^ mtmm nviaar? Ml pOMita 
af?«p»fMidlv a p ataa * ! «y |a i» aD t* 


Far 4 
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fTK W# 4I91 i^dorkfl |i > i m «lih tigirVf Amvt %hm 

tar «au.*lM4y»b tHiUtit lla M a tor* aiJ ttw Hitfffcl ««f i'tiuMUa Aflrt aU 
fvarliWiM, «r M 2Jfn pNa* at far aiM^ Itwi a f rtwtaM f»r 71 pmvM 
of «■ IvarflcliftL^ H HA |iafn I'lilniaUlirfwtor mml Ha* am 

iMml i» UvM* l^MA ffwM «m 1 Ihra bmaflrttft#* InacimwiiMrattsljr 

iiarvtltiH. ae 4M thr A>lk>atiC 

« Tki itHKHlw hi>a fUta tl«7 aiPilfl allonaa ilie rrftairaOf^ 

aaii9p4 tir liM ^Incttola Vrai^MHriai^aikaiofHr 
eofMilml irluie omI aS^Uail i4k«m4 lo MMtkauJ bffirffaa 

lawaiteM^ i«tl raHictU loai UMiiial lu Um* MiA Wr 

mimlad Ha* taMf^m Ui 1 Ii«m^ t^na Uul naarvatf a nimim—iJ(!4 ul Uir 
2iM pkiM. 

« ToliIrfilfVliawliIlkiMi WiafliaMAphafamiMHai^coamdalclk 
r?i*alMts4j idHUiaul tmaiaaiaa. mmI Ua prt^tatl iiada iif Ha*r 
MditiMna^ toarAu. ar aM%ml bcife Hr Imm'HI farka#* mkk tail futrliat 
data. •risvaitArtaarAtpai'kair iHn to arHnafir lh» iHtramia InsrAl* 
ptemcfarfrvi .wf iMad Hr lal pfteing ilata tn MkailA Hr lav^mMm* 
ofHm>atfMlik«ultim”H*i wr apai^vd itir pmfffiH cm <f 

«i4iliit»aai tmfAia. ar tMlalnl laoih ibr irfiair faotaiffAa aral aHUHaaal 
prvaikaiaa Wr awlaktl pMa mti adiMufail lanaAuMi. fiArt than 
fufaaHatail Ua i4i»rU of nfialaa, brraiMi irUiaoi «id |<rn<Ma 
Ami AW’ aHUHitMi ImiAU HH liA IwwAhaam atA lacaiia. It 
ar h»a MttMalal Hr mi rtfatMtlmaJ brtwflM AaaatMl rm|;b»'Hr 
rrtaH^. ifm i«k«in araiM Nm hmi ImmHMi Hr aianatif ar n^nri 

• Tb vQti^ttfv latHacHfl taaaHiarj corl Haiaui si Hr MA aiai MrHiiar 

pniAnm. W9 iwrd holli Ihr Hd fvlram and Hr laaHII farba#* iHia. 
Wr wr«t Hr Md prtrtaf( Hiu tt><|«nttb Hr ffHahartiiA 

rnlafttm. >Mti( Hr (Han pni>«rttom nf itir dvrfsifr rm-HatHf 
riiwfdlam oa « I’MPM huh. ml coofttfcd tMs toCMIi miMrs at 
atial Ua* MttvtH* PWPM rtat-atairtfW rscfaaitiun* aoiM Ir 1» Mrtlam* 
PTH Toc6uH«A«HH<aiUi»tywtAmM ai— aAamiHtiHmtooaadby 
Hr fiatM «ra uard Uw batwlK |iarloH« data Jm aar Hrnorliruw 
jMai>H< frf MiiMtnaal IwawAta Ua aanoiMife ar rrfwwtrd Ar taanm 
IwniN nrvai *tfuArif iHfl ma-«dunp| fr«tarttf«4 arar taart f op lha 
MHairtfH (r«#n^rd tiy ita plifaml HrlailNI AaiiWit Wmi hcH rrliatrr 
mti akUkaul preailanH W ar IgaJ nCfiaMnl ita oaMtifi cdim ilurtiig 
fajiiSiU iMdy liy Uw wUUra. tia PfffM nrd^liaftiH taiuudr wouAJ baw 


'H*«r IIAHar«H <*fwr Mr W at tSr Panrr* 


amt 




Results ill Brief 


Iwm lai^r tiv iw^urticti MiiouBik wvciil lut^ Iwmi 

kvm* 


• ^fiw |iMHpni)c«c«Mltlify witfiiltlkstwilidr n^ApMif ID 

fikslkil iMd I^t V%i9!m9*. m «M<] Itir liM «Ula 

TtvTMiih^c thf wfnft i»K<n<it <n» m lyfWl 9 !» 

itf tiMlUt fUliflt WTKvr wt tm4 Am^il 3M<7 MA 9 U 11 

mmlfiMl Mimtwn to our rrwAiL 

Tu MUliliD of Uv Url prlrUil tetuftto «i«l ooiofliMK 

rtau. iNi* wMlIVntaMrHvi <# 
UwMiUUiwlft Wi>ibortaMlMUi]Uiiii’U^ki#faim'llMldirM 
l« 1 rla|| ifetti tfuoo md rtaMMMit. tnd rtatfMod thr bMiOrvui 

ind UitfflH lUid ki ffwurg ttuoUiftty. i«Wfri9|4iiii)lr. 

•rl*. ki HMU caoM. tloov owrr AM-nfMiiraM lartfroon Ihv ItMti lUla 

wtrrm fnt «l■•^ larh'^Ml thM il»^ ta«l m «41R»kmI 

11^41 to fto' luoafU fm'Aitfk.* itoU. I«il 4cl i«fl p«kv Uial oto too into 
tipwtol to tto< M pftcirit tttta. I KftiofllrUto Inllralrvl Itul t toso 
ilwTrfaNlf* i>MtoJ be4iie>. to dlflrfral f«ir|ioaf4 of Or Ivorfll 

inrioO* !■! pfinial itou a*i ami tovtoUito tUtowtil bviadk 
(lirtnrtMimo- I'MI^ofllrlito Mild tWfTryonftoa rrw lOn lu thr rraiO cd 
Maiw |itoi* Mill luw anuMito fur aOUUMid UmtAu 

iK ojunil ral Ihcor IvMHttt im towUrai U M iii rtwi i nr Or Nil 

ItfktociUtonM; rrflnt km 9 <o^inl|Hkr»OMt rouMllo 

ano. In uruiral bmani no 1 tlH » rwmtiiaitoaoiii. IIm tomftl 

porloo' ftolji M iHr vnoi rHIahto itou MfMrr tor lOMtIfilnC ffwOr 
lMM4u««oufnl b> ptofov mfl imvI Or Mil loirtocOtoi In otonlify rtof^ 
W« itoUTHlarsI OM thr iteu oarct urr* Mifllraoill) iHUMr fcrthr 
|i«f|Nur»<^ilaorrtM<n lAYMriTt.krtifyinf Oto lhrpntiMttono|«roef<c4 
m lh» bto pnc'iifl itoU arluator rwOwt ptoo n»iooiioi Mto rapmlHwa ow 
NratvMithr Moored mrMfvIc Vr«|Off»flt tl tor mi>rr rtoulh m ocr 
MtoraiiJ ■•riltLMtotoo VrrtaNtocU^otvourii toirn April 2097 OiomO 

KH mwo iUM lo armntoan* wtiti ffrunOy jMrrptrd ipnomiimi Mirtoiio 

MMitoifO. 


bi 3117, MA |tom» Uul ufMlr* prittorWrl Uiil llllr«f 

th» rfNMra otioM hr •pmi on MdrtotfmJ bffMltoi rmifavrri In mo 
Oivlrn iftil prrMtofh nrOieltorM Of Or omo* rriiair 4Mu«fC 

id tof? fiOli. ptorai |wa » i t* al Oat Ihry otttoii alkama MmuI II# f^f*M 
f I i pffcrto I tn d tol ttii ad i tmcHo. ahfwt fni FMFH impefixMliln 
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rrduc^ am 4f«1 IIT PMPM 491 pefc(«i) lo 

t«vnium 

1 IumImk fmiB n4«iim. MliltMiMA |«'vnitaM «r both. |tfcw» • 

«Bf^ or^MfetHid ii W7. Inc1»f1nf 4rtii«l. aM 

ImmAU. TIw MwnAli# prmwtUtl f W M uf H«»riAc MlitiiiMii 
ArTWM tM MA piam inm SO 1 1 nnw fhr mwigow w l raitiiiSti^M 
PMI*M lot ikiCoJ twr. On llw baaci IiAm’ 
ficipfrtii—i, «»• MttMirvI ttat r«*Mm «c«iM f«v Ibr ffCoocWttMj 
77 pt<trftil lif ttnr AiMItkAuJ brf«.*flbk «f«l i>liUMHid ImrAiiao 
fwniurai wimM t«v Air Ihr irn— iwn O wii 

MA |ten pn ijwfird lhal, i» bmriimm* m Uirtr |Ahu lAiniiJ |m 

k« l» «««i alwtoc tlM» mfm their «<« Oivlec wceiM tir 1* tir Me^f «re 
n^praipam, lAbcMtili mmit MApUiw tm p^ * a »d Uni thru t— 4 mr »w 
•nmjM Mav hli^ffT civit Itor rwtain terrw <^ie 9 irt<^ Ptr 
rsiiBt|4i', lai prrwrt uf MA bctivAcMiic* wi«r M pUiM UmI p mk *^**^ 
Mfher rfMt Atsvtrai htr Imfie hmtt vf\1r^ arvt |4pervm nf 
UAtrlhianMi wtv in |tett tlui Mitfirf c-ud UHriral fur M|Ml»rr< 

nerMrm tWaiio* mm idaflm wm i wg frtM m hr h M i»r far wne 

<4 MiVfc«A UtirflriAfk^ vlii kv^iirfd^ imrM IIkw* Mfvtoo 
rraild Iciee IimI rrmnA erM •luvisd ttnl nrfudrt he Mxh^ tiwi «nd»T 
MrtU'^rr ¥TS. SiMiMr «o mfwrfiai fur MtUtkeiaJ mvireA. ur eMuinl 
tl«d rekdM wuMil |«o lor ahcail 77 perceK nf the cnt-elwtfAl m*Kl4<«i 
«r«l Ar reaulMlef wimM tv |mM fw ivtililiad Ivttefktoiy 

I'haw' b*iJ tveviiM* M 3N<T ««iv ATtC) Pltfli. cii mvnalr, id wlKk piam 
Il «7 wiiilft allnmie j ^inulrMdvk MT penrwi linct fWI^> to 
■MtlK!dJ rvfrmtJ Uim a nitliaal ica* r«Uu uf tiff?. In aiMIUut. 

0*7 pmk^teit ihai thi^ auiilri rfk n me apfimviiwanh U perrmi «f iml 
nveaur (ITI PMPMi b> aun-ranlkal inivnaea. mM a|«ro«aiiiirh 
•iprereta I A1DI'VII*Mi tn theplaivi' marfpn— aranrttaira ralM a pfnfH 
AUm< 30 pmt«i idtvfA^iiark* prteeamlM la fiaiei ulth a ainlkdJ 
kiM mUocd Inm than tUA^ 

MeUaran* afsauk nun* |a*r tMirllrtarT In the MA profaaaa tl«« d ilom hr 
taiifflf tanm li Mfila:>ar»* IT^ a mi fdtm a ierl wMilmal cm* to MnUran* 
td $M Mlmi frtati 9Ui liinMa^ »ll MA ManActam* ^nndb . hM noi 
ahraia. rwehvalMMtifad %aliv In ihefMvi uf mtanndecai rtarMt. hiner 
lavtaitMaa. ataJ iralia batirfka. rmi|a»ttl lu MMitw n)H WtnlWiafttn. 
UliHher the nhtiunai vain* that MA Wnefkiartm la nmnti #i* 
aifclllMiai iia« lu Mnluvi* FTHa«iirfWiarU% anJ uClirr laaqpaQfviana 






45 


<kK'a4cm Isr lulatryautam. If Uw iiotory oC|vt 1 l%v m Ui lirallh 

nr* (if MrvHnarr fMiHIrtaitf** It mai' kr imv* #fnrmt 

lo ilmU> MMnlk*! lu i dc^lnrtl km iMiiwr tavukoiA Um i» 
—I— liar icvfMism •nd cmt akirviji ior ill MA Iwwi^inirww. SKlwImA 
itmf MtK>«rrwHI(ifr AAC'oncn^tvirHfVmOrikHfnirkifmtc^ih^ 
MA U wiU br aipiatMii fur |■JlK')«uluuv» b> b«Ufie« Hn’ a»«tb uf 

MA tMi*flrtAitr«4Ml MMInrv 1?^ h mHIrtanm wall A* w«*mat)r <€ 
«4Mr*mlr« Mnlk4/r*4 bait fliMNlai bnlih 

lnr«iaifamiiit<*<S'^M)«tttaafrfMrT 4HS laitml atii wadMnnl 
(taiMirf tlui tfM* ^ MA bcfw Al |kMlti«ra In SHfT UH* lirtin tlian 

Mf«lanan* ITHaad nK|«««w4 ««aHTffa mat tlw Pfftnt waa noi MwicmJ 

IvcaMT ft ilal nca awiklniib A)rw<aiitirat^wt«|ft^</MA (<«» Tbr^ 

at»>aiHa< Uur *IMr llwy tl^ nta tiiaift*i nUli mv liMtial U mI MM» r 
t m rflffim 11 WA plaocoitM lim* Nfftwr m an wadM 

ituf mugMir critiiii Oaler* llul «iiald lai»r Ur lM|«rl uf ttr 

flwteaa. Wt daaairvwfdil.MH l^wnAcalbr. wt ncta^aaad m tM* npivt 
ilM. 4W1 ifmnat* flam laa^rrtnt MA b#irf>rft«> ml iftiirvitalaf 
42 9 »«T*ta Ilf tWinatod ctal Murati ai M*#cirr Our rrfKat pimMi-a 
auMNMMnaia id horn MA pUm y nfrrtwi ibay wouM uar ifcHf nmaimn 
SCffT. iMl ItftvilM Mifimiaii •aum rHucU i»««ai ^aratt. Aiirrka’a 
Ikiuftb I— trirmw flatai lAftltP) ikTart tla« Iht} afttMai nHh uw 
nHhrvkfraD'. tail nloft cmafti iImI #*7 tir rvfiat ^aiM 

Unr tiM^* 4* i« 9 lMMunl MV dmr ptinii hi Uir rrfiiat m 

aipmfvm 


Background 


MA ffran ar* la^wad In n iwr hnHIla thai art* n rar md andrf ilw 
MnUwr IT 8 tro 0 iiM ** Mntkarc riattiM»<4 Pan A. Iicafalit 
Matvatw — vMrli i tw fta laitatirai atajn. nr* hi rlalM Minaat lattlaam 
«ia 1 mmr- bmr Imlih rff<r. arid IMn 5, uNtli ixhtih 
rtmiB flijiatiaii. 4 «jl|afl*ail fttatilui anl lafionrkay M«ak*a. aiiaiaat 
ftlirr f rvir m IWMaai afiM iM tauf lArWr arWi tiwa Mpiftni* a ittirft 
miMmueai. c*fialn liallraJiaiM mill ilftaMItlrK tn4 anal IralKaliata 
wah *i*l‘iaiaf t*tarl iftaraa* maa w tiwinur ftttr Part A aanirt* aarl pai 
nn pnmiaipi * huft^lrlaal^ fdlffH* Ac nn A ran i*ii mnil fti B. 


*^a%ahtr*»*< w«>*?iawrtw*wf.«i»wra im t»t»«mMwht Ma«wt 

*^'5 rfiwt* wrti*— **< watta»i*<>tmai n f ti*^**«i*d 

tvai hwi Mrlawt * •trmlr*^a w ^1 m yiftaU ^***^*** •< hw* 


ai*»a uaii m tia Mii te w* hrnmum ft*a*»— 
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fliHraifh il»f% rfiarg^ 9 n pfmitam " Knr HIT?, thr mnftlib 
fWl BpvMUMfM vMMt li MQ.UH iiUHiU|}i (iMt-tutMirUtirAiiAito^fMiil 
mofv Itf— bywftrtwtx wtKi iw ><ln>Nr Uw H^c t i wr yySc— 

ciiiOM* «o «fmA m iBr MA iiAirwi of Mnkwr FT^* MA piif» 

opmif taulvr Mftlanut* f*ait C. 

Ai Mrtl«:wv t— «. npiliM of Ifauf Mfvrr* of rovonipf. rail 

iHim^ Mf<lirvifr |*ift D 
FPi bctir5rMfiM nw rt««il m aiMiiMiai* |•«•rn|ftMl ilnig 
l>tafps ^Irlk «f«* iiprrairti by p m wi» |ila» antf tl «7 

■iMl ptijf ft icttftiifli to Put D iTKitftp*. MA brfrfWMftrt «tH> 

•ar im o iiv ttwiHmft i ' iftiW ft #' w r iil y iwcormfcfti n iy»nft|> 

iBHr M.\ (*ii9. oMfii nuf or finv ikii tiurtt «• prmMin fio 

fhvt 1> rtMvtiiftc iWvwfIcamr* MTolWd la a fVFB |aft« tftift lAato ftuiiifVw 

IVn Pr<aApra0(>arraliianMio«iinil iItik 

l>4aiv 

Brfii 4 kiM^ Ui UiUi MtMliaf* Mid MA fMv rvi^irrfMtitft 

tor rardtral mo^Vio. I'im nhailnH hmrIlrUfIfvia tounrad Ift iiMtt*?* 
to W* ninJBd <d Itir coat* oftMrMlHl ollb lalrM tonieea Mnla'orr 
coal Miarau tatoai Mfliovta IkMnM ll tnctaitoi holh ■ l^it A and a fWt fl 
dfttoiillilp ividch b ih^ftMiMni ft taoHliUn ^ amlcaa befrar 
Mactow m britoM bi |m> 'MJ. M a ^caao PFM fOMirad a totlia^W 
pa^mafti itf imf habor K liafftn ftirafiliifiaibf* «up< ^ 
tofun* M brpii ^ *19 ^Ml 8 aarram. t'4ai atortoc alao aicf taka 

no l iaairifKP — a pam ^a pp ptotiaMl tor a 0%Tti WTrtra Mm ataataOrtary 
MiMi ptv. MMfi to iOpmrfd of tor kdial lavtorid tor |M>akkft itaftA mm] 
t o f taj iaaa i la— a auialaH aMiaua a t— aflrtary ntaal paQr fnra maMnd 
•tv«tor. Micli •> tJIA pmlto fed (kf* <11 HumMb ^of «n IniMtkfd vtay 81 
jm. 

Ma<AtiMratoJoaliA|ikflMlolMWim»44ianiM aaMiftrifaMU toal anr 
dlftoroM ftora Mnttrarr FY^a na«-«liaftri| rapMaiaarm ItMa mo 
fftyiftr Mtor or Iraa tool Wiaftitg toaii MuMbarr PVB for a dtMrft ariNlia*. 
■toMMidi ««i monftfa, apian nauaX nwyaln' mondl coat Miarvut MM 
riitrMa »fiil bmHIiUrtra laoiMl br rapritn] totoV iMikf MntaMrr FY^ 


'*Bwftr i to ofinw do>»Mto to MMnOd <aa ton iftiMitoi pMi tokf 

itor MM Nntoaat|«*tova 

‘Vatoatoft at* aM «9 nvaJtor«aMa aMatMttoto r*aMltAftMM.triM Map 
Omftfiito toma aftto^a a tonlta HA aba C*t>A<’ I 
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MA fWlar Mimn wiimt w hf N^iir> 

ufiiuM iiftiHi«|Uift>tir ufcoM<n0*. kicaitnal. HU hi* su 

Boui<^-«|«vtiKl«nt.'*l*haMd*ii«*tn<h rMl-nf|K«*feN immfenivm 
Mraiu ihii ciii i^iAy ii» lU arnkt* hut im eufuJr ctmJ* M%ict> 
fjupifir*.. in<<»n<ni ni'ifc’ n—Ktuwia Imlai U m ayifAy Ui rar wmrv 
oi i fp>f>' IraJti Mp |«iMtJr fteim tal pnurftkii ii> hmHktiftr* 

who uUwtwM* hiiv* li|#i c^Ml^^unni «t|aima%. 

CMS l^•i^ «mI M 11*9 tfvalaiv llw c^-ii«r«i( Aftai#f»nito iil MA 
plim U) ihUifima rtv« ahrirlril M too tv •rfvinm |||i<>- «n !«■ inutf 
h) ibcfwftrMi) mmMuw liviilcli iUlia Amoilitf Oi>CMS 

nIlIrtiK a JMt. If io MA |*Bi < 1 1 hMl m ocOKif’ftirlM mutaiai, |2> hal 
m cuiof po«Mn ■liilimifi itu^r or (3) liiil «i oui4>f<fPorlM 
msataia cf ISS,}liU tv bvicar ani vultadnl laiUai iif a ot t cf 

Mtai iJiii nMCMiim CMS niapiml dio |4in*icoit Murvicfor itviMr* 
t*v«trY ciU#Nl»» to «i«i hiMtl ta NMlnn* FFS rtai- 

MiiftiM If* pha ^n<o4Hl o«r m aior dmhuHi. CMC mid hiiM* 

M>a^l to aiMiMk* tli^ pM* toto ito<tal itortiC AmmliM toCMS 
ofllrUM Ita iMcMn* to tmifttiatm oao to*r«t no tortiHo, InrMctini 

dtonoDf*! to ofah tor tlor»t«4to loeir en e t m led. UkoI rrartoi 
oonmiiataaL, ato thv neloto In ofUrh MMi Marmi m nai la t ton 
oia titomrU ollli low r«to tlvalig lo inolhir * 


**itoo totoar^lO w toa O i ja i wiioaiattHoif oyfOowtoPamotT 
laavaMntoa otoOto#Ol«ortoao*'«a tomatw totoo**««a»T^ «rv«0*% 
Itotoa Hkto Ai oi I OTM ito «ia tootol ti Ma iMUh toOo 

V to«<iaoO«oOlM Ito ao^*Ot» tot OUfrv ftetov ft«a* I»<to*ar «l«» 4 aa* 
Mito at ry% OaOj Q u a a* aiOfO U — C Untow* fVhhwtVOtto 
tlaa»t<toeto4ioto^toto^tola>»fcmatoi — tooiatMoOiimoaa 
•tofvM 


'\lto«ilhak toovi to* a^^itoofta too jOtotoyn— M Oiton toai c* tovOil 
m m i a t fftol— p*a<H>Jlt».taa*i arm>IOi 


toa H 
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NIA Plans Prcyected 
That They Would 
Allocate Relatively 
Little of Their Rebates 
to Addittonal Benefits 
and the Minority to 
Reduced Cost Sharing 


MA pknAikM (test <k«4r rwtataiM 

«ti«4<1 hp IHT niPH Itif |«v|nt(>4 IM ltif> mmM dkioilf-4 

Mistf «mirum Ui wklltiMd WmAtt 'fw|^«r»d lii iiad-WumK 
i*h 1 (VHI4IIP1 rnlufllfm II 

pvnval vt Il«r» rt4««lc» wim4«J Iw lu lakllkAiAl briMfleiK dP 

p^crwal In f«*diir#d nvi »lgptin 17 p»fn w < In l*vt H pimnm fwtw fw is 
md Pfrvmd lo fVvi B pnvitin Tlir ppiie«cif«1 rrMr 

idicniaon lu bt w hfci md tudirvd fcvniniM iwwd by ftei 

type rinreuii94r. PVf ^ tbid tliri winM afBi^ lra»«» l\in D 

pntnun mI ttpacv lu ulitiiiiiad WmAta Uuit utt»T pkan I>|mi 

fdaiM pnipvwd llm ilmy tMilrl Inm In «fMliknat hmrffeii 

Ihdfi (iO«t pint l)|ww <ti«« ill I ) 


•at 


^ 11 


nm m mm 
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I ■•Ml Aiacalon »3 4cftSlcntf 0«r«<ti rrwvikJT 

m4 Coat'Mwwv UntocMw ^ Pmm r^pi- ^ODT 



I pwip 

cm^ 


i tnA«« MMg 

I tMCf — M m 

•I 9i «feM M OiMi # Ce«rM • 



• MIKH mbpMPA PM v«»«Oa.« 
I pVM« MtfMfcv 


In itolfcir ifcau, lh» %iM<t I9 plan type. iH«i 

m PMPM ri« mia U> m I»MPM tm imo^. Hm «lite ptaUuu of Uv 
fHialfn ihM plam al kiv m t l in mat iMmp ti fM, raUrtimilda* vivtalkn 
■• Or i^vri||» lanuifC uf lia'* fuNCir r<w caaifvlr. un ttivn^. U>lli rt+?i 
plaffM «m 1 1*1*1 ki Ihal tl«7 imhIiI lOnr^tn n pmrful <€ ihf Ir 

ki iM^Oarlac rviJueUuia. Uil I'FFH plain imunrlrtl thk nuilil 


p-^t« 






•krmcr »1 wlilk* TV^M |«T«ertr4 <N« winrifl Ml PMPIf ” 

(Sir uMi* 1.) For laurt* ii/uniMUjii tm tM* wmCmi In N>«t pkf» 
Mi«im4f«<i^n4»alr«rMN*m wojtpftMdlv 111 





IMiik* iir«ft^' til HA tiifiili’i<» wtfv In (Aim llul mvMol n4ailr». Mflir 
|iam i-turnad ackimomJ |«?n«im« f«lh#r toaiMimn In ttof rr4tsi»«r w 
thr MArAmItK «)«««> to imif fur aiMH^mJ liefiHk»^ mliMftl com 
afeanii;, ik • rcti^iwini iM tht tmo. in ail7. JumiMtwmty 41 |»tffVMal«f 
MirOfUflr^liilMiit 29 rv4llim pr^^l wrrr^ffNM ln«n li^ pb«i mm 
f lMr|>«l IB aAliUMBd (•vtiilMii lW«r nron* In Uw vaIhH to 

vMrti pta— il wlrltkml prmfUiv* |<iii Wir#tm94^, 

41 ftttnil of bfUrlWMfW* wulM to IWK pk«* nvtr <H«ptl i« 
arMitlomI prrmiiai, ni«|c«r«l in ICI p#fn»«t trf iBwAkiartoi rtmtlr*! m 






f iwnytiiw. thf w »fiig> wrtiltif— I 

(cvfftimi PMI*M.* iSw laliW Piii*da( rvrthMl nA«lji» ai«l 

fhnriM ndtItuiMl fWMlwm NkI fci w r |SfM IHHW m oTnuy i 

thm fimm UiH rrtaM «nI ilil iic4 tliifVf mi laSiliiiMal pfeM^Mii 

(tltf? liyiHdnAMivMiri Afd iMtvrplara allMiMM knaicf Ihairwiiaiw to 
fmalifn rHkKituH «n 1 nairr tn MMikaul h^n^ftoi mi 4 <««t iNirlac 
naJumsm.* 


>Wf> ■ 

••MtaMrtM* MiwaflfHwn • MmnlMaaM* 

lJ 97 . 1 t 1 lM.tM jm. 74 * 


IMIgl d XnM*>m >■!»»»» 
wm m pmT^M\ au 

ik> not fvcMM B rate* I • II S 



mvf 9nm wear mod 



4 gMBwl«»» n B W ii< « Uiwt u ari t# 

»l 4 MKa HBap m >a>fa^ lafW* p aaw iwl 
DM Mrt ifaMaiw mt II p>f m a iM I Wflf liaiMt 

il |«Bn«iiiSe nflWtiafai Diawatn f»A«a»aa Jp>w— < |Mmnii«a 9 w II 

fiB— > fw<» i>B» •*!<* iTnrUmiai IWIM fM* 

•«« l•MaM» «■! M«itra « I|#y waM 4 lk«^ 

PM«M» f»4Bcta«m • aatTwa iM nmi M Nk BjaiMaai Dpr«mf« 

{H4 nM^I MAV-aiifltagaMMrtaB* TIbw 


Na»l 4 
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MA PU-ins Ust-d 
Krb«U«‘s aiul 
AddilMnioI Pirtniuins 
U» Cover Additional 
Ikne^flts Such »» 
LV'nIal, lleaihnyt. and 
Vision 


Ha ften ^xawui igtikiiMal WtwAbi wHh Uw nttdtMk 

•iMtlnrul pmitiWM «r Hctfh TYt^ hi«»rflu 

ihwtri >wi>fifc w^h ramr tiw^i^ teal •'unft, OM«tdi> 

tmstfMtifei AvUl k'Caiim, wi ftHP i Tr ilMiai 

e#«raik«i brfrnak im^ totfiiJr mjiHUumJ 
<«aMlk4i. iMiiii el«b t« aicitec fttillim. 

IwMlrtH h»«r4Mm wtntiimai tiftwWrmynmrkrhMnnj|>waH>*«r>i|taii< 
nttlPi^ mfl hKirlril util r*Ai*wttom 


• itiMlirci lafttll^ ma^ imIuIt «*ICaH«4 bciliy 

Ivfcni UuM emvratf mmW VWH 


• NitTT— ami< tAu^n^ fiy qnt«irni <ftv%ctn 

• BkitM iinfK CiiilCy ktiQns wiiK^ atrlatk m m tkilM 

lanUly br^vMd Ihcav umlr r Mi^liran* I'VSk wid 


• DMf ttKbik fM rouiar>or<Ufii^ 

< mimim, ur i lrMr» tm\ 

Mump* nil pi— ofl A wffI tatmtanni fit f oai #«Mfi 9 Pfry wnnnwi mi 
••14llk4i«i il«/« In aafeikM iiirMig (irilly ifiJ tiiacatil CaciHy Iwyui4 
vlas Ifcaliranp FWrtnwfK. lYw p»rr««u#i nf ptea cMAiwfcit ibaital, 
t1tt>iKorhtMrtntf*ffvt^tvWliy |4iint>^ 

<Mfv ifwfv lAHj %otwm Wa—C Ut ivt«t iWiiii atai va4c«i 

aapArm itwm llWta m%d mia |!W r^ t> 


raa» la 



Tlw iiy«fHir MiMtil uf Uw t«kKiiii«4 tuM4l* 

irriMH^Il H^plsm fnim $t II rMfM tor imrm^ilraMil 

tmkntoil PMI*M ft« ilniUl oiiv. 7 Im««’ c^Uiutoa* <»m 
tN> «tto«H cfptoPfttoM imivltofl coto ff«]|nmnrvi to th^ 
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Itie *TW MiMlvr <4 |4iifM irr^Mb^t Vi 

Uv » MU* fhiM tiv iMii^ vi pka* uffiTiic ttv UrM4l» Vi wfl 

hnraM* ^aftr pVsM diV am mtMMffiltr lnrfcMb< Itw i wi w islfftllfmal 
ver\iii% Iv Oa* Miar tcvcflt <alr8iiftr». Plia euif94e. Moir p4Af» 
rajUpmul idJ or |sift <V th» mala iMtnaMl vaft jMfclKUfnl tlaam 
m (HMrcalr^iftf^. «i |«iifn>Vi«d TV«r 

Msv aiao laaitl an lAcu* h^kvImI fuailnc ler laicftticaal bvtwfiVi 
fttm Vadik r*^f« «f«l oVitftaiMii pf'apilwm IImI wr lvnv«*d «air 
to atMItHauJ (laiadllai ftaMludcti^ fK<n iwbaiia^ l^«*Uaul«al mtvuaiitct 
thi* iiit4tl(«ul hanafiM wraiM Nnw hmi tfm«v 1 1» tlv< hMik<< |4an 
l«<«4nikiv».k*r«aciaMlnlttul n^tra pv^ fcvtiMalofUii' 
Mtiniofni IwwdVk fiiM« |«in«l#d |?? p»fr»id |, «til# aibiiaNad fvaffBliavw 
■k«iM fid ttr miMlaitfr <31 |ienv«i i TvUr 4 ponlibv « MMffw> «f 
Uw iintpriMl nad» «d wWiticaui brtwfibi 
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M» acoadMM art Mk ^nn «> h 

Qaaotoi mxt# ■ ■■ I 

ikw «#> • 


iMidBaw wf* itbMaVolli^ fMS — tnj Mt* vaetoMftaAta* 
•«bn«k 


Naall 







MA Plans Projcctrd 
Thai MA 
BcmTu’iarics. on 
A>Tragr, Would Haw 
Lower Cost Sharing 
Than if They Were in 
MwlicaiT Pre, bul 
SOHH* MA 

Ik'iiefieiaries C’oukl 
Pay More 


Pkr JW7. MA |Ana |in<>KiMl llm AlA bnwik'M) «»4 MUrati wiMiil Im 
rt W i>fi>«»iiiw d rYf« l» %lMtnv^ TY% fM H I PUni 

llM Ilwii WlirfWMrtf*. «■ tfmmr. v^aiM pt^ Ml* PMPM ai t'wal 
Uaf n mui tha) «acaTsM»d that M Ni n r» r^aitraWai rvM tiaalm Itv 

thffr WnrOrlartriwaalllCrMPM f:M«ftrtu4»off4af0'pni>n:li4ffK 
tlnot TT ptfn-Mtl of tl«' imIutumi ta lowrArufy iia* 
atavlof »4A HimImI hjr rvNam wMk ilv* r«*«talMt^r him\$ ftmlrvl I19 
MMIIkjtlAi brM4iiaO t>n.'«iMra». 
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.UilKUfti pka* iKulnlnl M wmil i'u*l ilufitif mw 

knnv, iwuivaRri rtw nttnMmt imw* UA 

Ilka* DMinlnl CM iiMl UmiIici fM iTtuln i«tc|wtr« iiftintm mu* 
l n »i r UanM«ai w » KyS o iMi *1— M MiaiUit Kocmmite IWfnnal 
iifUMirnrfldutr* Mnc ninilnl ii pUiu Uul piu)rflnj hKhc*«<« 
•Mtiahir hmr hulUiwrvMMM cuMivnM' tlnn MmIk-w mMiHi 
liMlMXM «hutii|irnriN>«nNU<-M ill. tliJ t4p«twmiirMtr(kl*l1r> 
w*tM — ral li fi a |4an* Uul laCMivU l*|tfi*r nHI •*i9ii1t*| Car li*iatlrti( 
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f «l in I IIWm*** 

rui m liilirt fm mcm* cUMfccu* vi MfVkwk n»m’ tuBrAiiAf»« 

vtm iM* ihM* w»nli^ rm Mm* trv«nM ccM i^urvui cMt M 

N^ief itiM w%ti llir; |mi «idrf KMcmv fTB 


T«fc*»4. ■■■■• fu rtit fiu MMmC— pwyM 

RwTyp«.SM 7 
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C4ti A«m(fbr pcfik^lv tirM wli«aMUI|| 

uBHni MA yUiit fut r»iM|i4\ wv fu««»d vwiAlkti III luH 

^laiWln ftir lii|utMnt ■wvmm MA twviHlrUnm wvn* In ftoM miih 
Ml ttMi ktMrtrg fur MiMliriil wPMvai dMi liAlf u itdlun M.\ 

ImwArfevlM. n y r w Mlu n W fwirml «f MA IsmHItIm**!. m ttt 
pter» w$k Ml dedif (tif«qrMrfiiK. «f culfMnnre mfulmmu for 
MtMuwl Milcv* m uf AM 0 m Sif? UriMAmitf* m tkmm pimm wfUi lemi 
oc fiiqri cutkl iUmvvmiM < f«i|«fT<1 to wtui 

{^•41 vuA »lMriiM wutM Iwr* bwii if Uwy «»v» mnkM M Mt^Uviv Ff% 
utilrli t)ptr»% iMiiiiH 8 MHf 8 rnfvpffMtil far 

bia«iA8i iMDMf 41 hmJ Ml il^l^ Alai MhliUjrari ctMiMMMv 

^AftnaMii Icr pr wf r — i ia< «rr>fMwi |M8i8lad in tha ho^Mnl** 

iMhar MA (sMaflrtanM iMmvrvr, coiiki luiMi |«nl MitaAaitulb tiaMv ihsA 
MHiffvr n'librfirflrlirtf^farlfipAllffKrwr Wa fniMllilM^plMAM 
c^taad a <nna<»— * <4 i3M ur Murr to tfir Aral lOdasraofA 
hi^luJ latHMn* 4 r«l p 4 Kf«l h|#t <r no ttnfn <«i 4 MiH>f*f«)rM lami Ah 
ttHniMil »8\tr»*L* YImm W MA |i1m* 4Wj Iiai] iraHv lliAii ImV • paIMim 
limafIrfeiitM. Hmalirtary rfM i4vuiiM In thnaa M pMa»<«iiM Mnv> bmi 
mif n or lAurr fur 8 fui^tAlaiib. AiaJtUnf or rMji%*fiMQ««<r 


flTIp ^ raMaetxaMtn^r— ItW AaMHMa aa«* Mm UM f V i»8il84r 
vu8»»aa8» « aa w- AR>»a>> w MC a» awn Mwti fvrl*! 

(Mm ITV * ( >a«M8M»»IM8a n a* 4i» • up m«m» > Wi»AM, u t Mi l 

iwHM MlA^r- «■ mMmA kM 8 «al M Man oMtt ito IM rM Mo M 

IMitMi^al*«8t«A MMra««atMt88r-^«nMi8mp»lai8*al8vM<tw««MM 
iW« A MAaMf WniM'aaMiMa oMImA farr MM* ti «aa- laM fl 

MITfcaMitMM-|Mrf»88< I 8 iMi MM «MaaM4M> ««a.»M Maa it 

NraMrw l afc o»oAil8aa|Mai»<»C AaAa 8A 8 IMwat taft M M#- •> 

AI«T1 

*TV|4 8 p«a8ailM<aaa8irtaii: »M —8 a — i«y>U*—M a »aai>8oii M aM 

mi8 la aMcaa iAa>MMAMlM»Mr^»a 8awM amvaaa hr ifini a t n^aa 
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hc^ital f\pir^ I prmi<tm mi IlkMincrnp r^Mvfik of 
iM MA f4Mi dul <uiM liMi i'ji(aj»#«l * UtirlWiMy lu cmI» 

du«i iiMtM IMtrMr ■hir tlw pta* M UlMtnwiw luil 

hiMrr <taiilii«tac itki» MnUwi* FF^ Um UMM lat^ul Mi^ u^i dqr* ur 

iMttsi wr4l m mmmJ hanfMjiiMVfa of IMiia^mcv mom fcntnyw mtor 
kfifitM ihf MA plin f iKftId hovecMi ^«iiffkftArtr» vicrr Omi >l/wWrfN<v» 
o«*<af-purtet inaibi UMWr Mt^bcaiv 1W brti»mi uM-of* 

p<irlN rivan uhW Ar NA |*«i flPft tiMii iiMkr Mntftcjn* w<m iMir^t 

tifmi i'u«|Mrli«| alAlluui bco^Md ifi tliir mum lirimA pmitMl. Umv 
VW «fnm nrM ^log y « If an MtoiMfti omim ivtUI* 
OO « pt%n^Mm MtoiiMitM. 
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Sir. •hMff m MA vrir t« 

l»kni tiMl Ml iMoUiiMtv iNutnt 

b#wfk-fcwt»^ m ali M >4jch Ha M i lwn en mM >4wtni " t?<rr t||. Ik>4Vlli» 
iiiMl ««iaK«i MA (>VM* kit PFF^ plif» Mm* Uw 

NioM Uoikl M a ptm urt «i tttl^-perWl mmsmsm, Me 
nbii kiMl the h|0<r«t MVYiffrcuK/poififl MAionMn^ For NA (tes itui 
luil » oce^-putkac ttMsimiin. thi iMicual vm ^.#U ito 

f\’ (kir ftvihfY^Hjileon fiiii-<#tw«^M fuertmim 


MM'trwn 

•%! kpw wmttimmmtM iMivr* cma Itviv «•» c« al «r fhM na -^T*ni 
raMfM I Mr|r hiH t 

K»i Nmm t» iMi tvfMi ir'ei 

IMv* mMKvArafiHvMi *«»<* 

A»t#seH Sipifi m 

MM a n — f t? |*f* w< MM 

laffMn. tMM 

iwi. — IM^TMTa weH Martw 







HU IDMM C 

•BN9 Mi •la «li)M>iD»m^Mf 


• •Mk 

M» «M* c«r n *90 piM a 



Ak catt'Cf|«oHlf« MXin«n rtorvMk all fHb^frrV^ nf 

iMAii-aVk. Hcaiar MA pki* ^ai^Mkul mmm* hum Uv miHif^pucUt 

maifim ttr w fb'MrtM «1w» lav* ih^v f*<f InriMt tntf pa>' Mfw^ n 

itjlid ftM Uma ii iMlktflttJ bf ttr f4«ir» ouUif-iMM itMAlfWia. 

1^ II dTMPs wlaark cirttsl# 4rN9> tiM ara f^firaila 


Aa^n 
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wffi* fTiMt oAt^i niiialnl ftTfn itw o«t-of-f«artM 
lM 0 Uiitli»— Ilf MAt»kf» nnlli MtaiVcfpMWl mmiIimim 
#« rfcNM ivMtr It fniM ctai i«intMi«n*|!Wr ul**{k)l'feaMiiui 
m'liMlnl t MfyW fIniM Ar i«ii<</-|«o«4iei BiuMfuim 4tl 

nH Mim— rty ail wr i te— torn thal eatot^iry. For racaMpb*. narv 

|4Mn rvrNilNI rm B4i^fhiM Hr (Mil MSOfrMfn a— fr 

<A>Ulfa«l tnwi M |H— >. M wrrcrHtfl Ui I’MH. dM lut «MttiMlr l^ttl B 
-MtnviHrniil H 4 ptQTddMi 



^Ai^wi — *iwMAir»4 w — w wtO— puy^i— tr«— <44— m 
B««m4l4>rMM44farM mwavms Mwm rvmtta wn%r r—fy— 4 4t4a pka 
fcotr»« woMf-4 t w<4» waWowi Avilw «— > » 
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■ V«<a 


A|>prn)cln)au4y 
87 Perrent of Thial 
R(‘vpniM‘ Projected lo 
Be Allocated to 
Medical Expensea, 
but Prqjectlona Vailed 
anKing Indhidual 
Plans 


r<of 9n7. MA |4Mn ictii iwrmue* lIDtl nvnMK 

ihrj •UdciAv aiiproaoitMlv^ H7 imrmiI mm I U> aivArai 
f rratlilfig la an Mwair iVMla'at Inn mkicCaivmalimirlr 

HA |4m» thtf Itw} alkawir 0 <iC 

tifiil (ITl I*M1*M I Iti tiemita^ral «a|«awa«, and anintaiiMtariy 

4 im I* ihr i^vm* aunpii. rn a * *n^ * 

M^fk* thafv* wan Ihllf V3iftaik«i m lh» »n fny pm>w^ larff Iral kaa mt«i 

tiy |dMi cyfr. iftm «i» *«/taft4ia aaittig tMlsIilMJ ptaa*. Pk* r«Mfi|i4r. <pe 
frami tku alutf 211 la wHit uf b»wf >r— <— alof 1.7 mUlcvt— «r«fv 

In |A«fn aNIi a Wm nMk> of k^ itwfi 0 (Tt— <|r llirral«>M 

Mtliflrtl In tlw Cliikln*^ mmI kbilicafv PnHrt1ii« An of JMT 
|t)lAJM* Aril * |Haa fli C| A lAt^olBrtal no* afsikn In ataiMt Hial tia* 
air«U'aJk«araik>aMi^'»if7 for iIup aiUlMion aiali^nol 

<1 |wml«l ^ant for raai|lv, MMar klA pUiai auQr ral«iMMr cka naan 
fwwmmrN arfMraaia««tM<itk'4lf*>Cf«tMr. »k4lr olhn 

iMQf Ifalo** 111* m a MiO'iMvlkiaJ ntaattar 


^ a i PR i ny ii fu >al»a» M^aowf >1 v«r^r^w4w^ VtoiVftotlw 
nrAfv Oei n ^a a «anfc«lM4 mb 

imi—ia AikmMkmm fci Rwki-al laafia a— aal a ai w|— a a*! iaaaiaM 

ID mni ^ at 

^TkrppIntifrikiiiaaiKi^iiarafiaooaraia—waffcaaaka. farranii, 
(TIAatf A\ N 11 atSL llt«t< aoa. 1 4H IfflTv mm pmmiu mrmm» •# 
kapBBttOnu m »*^mi a*f, ■ra^-ia»^»lai«U* U 

€i«taaL tonakoi Mfilpai>iaa a* afaoawl/aii^—aOai artist a Mklral kMina* 
«l# laTvvaga aaaaillfvlM a a la»af mn aiO m rk*w • raOr^ k»rMa af 
S leaO aXA lilia r*|a««ailit«l ItM tMllaMn f^iaMABlkaMtaataifM |•noa■|4MM 
jMM^iOaaoauaa 


rio»n 
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r<nfHiv^al 

vt|ivfiM‘ ^oArtlim aid mIc». 4ivn iiJiiiiMimikiti. balvtil 

ii ii a iiXfatkOT, and wx romt at fW JfMt writmtnnr^* Clw MA 

I»Iaj» «ftN iiiiig loul mwue lo iMi'MctftLid r^^rfaet 

i^mntaui*^ a* leltMtu 

« 2 4 |am%«il l9 aarktiun Mul Mkft. 

• 29 t»4Uv^ oMnair9tk«i. Mill as ncaofMTv^lr^Afvt aiNitil 

flMItUifMflll. 

• tIT |««mii •» Mdrart aifenviMsiHni. nr^ «« irccaiaittai nfMiMiaa mit 
liifnan n ia u Mfa; mmI 

« ft 1 fMviMil i» tia ifvt coat of vrwMt fHiWAnmrt'. 

<lf Ukw fwir fMiairtfiai iiMialM. thr Uivmi iltfirfmir 

bHutfoa pUn typio aitoraiia of nnrowi# to iirai>i«f«ltral miMaM vnai a 
ifir«tip0(My nfiiufliHliigMidMW <^ffwfnmp.Ma|anT«iJi0(>iircoiai 
ffotnlad aufftHliil mmI aaWa I'xiMun iM«a 2 p w o M ($14 
IWM^ kr IINiM .14 pamMi («7 rmi tor ffTS (4wn. ant 2 pfmi 
($17 PMPM I tut PP(to. (S«v Ac. T.) 


*taOT I ofeoaMOatoo m i ■o« l« •■vOMAiia «* totwl^ iHtiMlMiil^ofeOaiaNOM 
<t»Mcia<oof w owiMwM an iiipii n %gpmn 
■ M —o m ai o- n — > KcfMrtXo 4i aoy^ i ■■ » iwJ*i n yw < » m 

w«^o— at' a *^ a> »o — »w^— w>% »»iw aair— awt 

to ■**>*■ waa*# rui ■naanlitfnarl i irninto umrnmi to io>MA|Ai^ tW 


tv<«taK«a|sti 
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7 WA and &aMt ti|MnaM 9^ T>p*. 21>97 




rm DMROfCahaiM «v>t« vi#«w 

’T>« ‘M pM oMaory PciMt NMOa 9f9i iMM. OaOa M NOi AmA m u ivmm 


Conrludlng 

OlMervatiiim 


iprfute aiofr prf timc4iiao m MA than It 4ur$ fur IvtiHIt Ultra 
m >i*#n r » I'VK «l am wwUnMimi iBittiinaal coA to M^liran* itf IM litf »c«i 
IKflt IDI& rntfrf ilir <in«vi dir 4irr«gr 

MA plan luea U — u Ifcwllraiv rvUAi M|aU loa|jpn*aitm*ib' ItfT PMPM. cii 
it9tra$r In 9ir. MA (UtM imiArcifd ihst idcY w«aiW warn dr \imt 
of Omit irtWif aiynwnii— tb tV ptMMl ia nitiav ittniUaai' 
piwiMnraiivI ia>k>»mtwA'«iMd'fnrloM maM flir MrtttralyMiwrwU 
MY«kfs PUf* fronted OM the} uar a rUoa^ mmII pettkm uf 
lAMr iwAiaiiw umimatfiatity II lavrwil— 4opimtcM IrwadiM tUa mv aca 
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rwmwd walrT Ifcdiniw iIk rriaal*« lw»« W4|wd 

In rraikr lirafth rssrr Miwr^fTriniMr' tor mmi WneOftartM^fmlM li 
MW livMtkiitM iMQr fMv «-Xf*«nn IIma U «7 «inld te 

l<fwllc«n< FtH pn«fUM« paid liy haMfc-t art w l» 

Knlkarr Ff^ ATP llrd tn (Mti Mptliarr FFH Mid MA «als^ rhr«*Jo>Mi 
Ui MA phiM kmv iMTfMMl Uw prMnufw paid ligr 
Ip MHtkran* IT^aa «HI a^rMtfllMird ti>^ ^atid^Milal bMC’i'tPi 
fUmaiiial t1ullra«P‘ IImI Uidkarr Mr«a miHlirf llw viAur dul MA 
lamHktarM navM In th# ftmn nf iv<fcirf«l mat nlwtrii knaar |vri«li»M 
mM rttn Wiienis b viiifiti thr aMftMpd kmir lt> kmrfkrbrtra Ui 
MMliraiv FVS anl oiiiar taapa^ia* la a ibrsatai fer pobrytaabam 

If tHr pn|r> fibmbrblo wIM I tP hnaMI ran* rradn rCkm- 
IfavfM’ Miilft.'Mn* laMrflciaflix ll aia^ Ur iMMt* rflVckitf lu «1 pv« 11) laitfid 
abaarilM In a rUfUrd t«m>ia m ia> faifaiUortfi Una m aalMltB' fariMiMM 
mM real aUvUf ftr Ml MA brfrfteadtn. btludbc ibiae nbo air wHI off 
Aa<'<aiana»ccaaad>iaUa*tUa|pi laid nad iiflli# MA pniffnai, H mil ba 
iMiamaM fVr pcMovnnferri In halsMv* lha naaiM id hapHItlailwi 
iaatuAfai Uioar m MA plain aiil dnaa* la Mnlawi* rfS-— «IUi Ilia 
naranaly nf wiiP K awiM MaMnna'a btcaH**** fUanrUl haabP. 


Agenq/ and Other 
Elxtemal Comments 
and Our Evaluation 


lUC^pfmMM aanlih arlliiM crffMiaitai«ia<tnf) idtlwnpin ntikr% 
inv rr|«ialid In MifaaMla V. Mid AiflP, a natitaui iaMa*aCa>n Had 
nM'*****or<'CfaMnaai frcMiteipPaarflh Itaairanra c<n«<nap«, pnnliUdaB 
wtUi <««J niMfPrtiU 


i‘MS ( ViminmtX In iputtuL <’MH itiaiiMiilad IImI Mr ntital «1M aul m«MMar Mai Uw 

raapirlU M MA Nairlll parMa|p«*i JM? naaa Marraial pmiMM mora 
Idicrfibrf fur <«jidf |bkIm i'oab than MHk*4rr Pf^ It MMnI Mai Ur 
ntpurl talbd lo artecmlMUr Uad MA ikaw prmMr Uaiafirtam* mill Ihr 
altilu In rhnopr a |4an that Wat aiaata vWUlibiaJ nrMral aad nmartal 
nardk aWi va|araaad cimaTP Uad Uia ffimt naa atd liakM^d 
hacaiM N ilM ani Miflk aaiit) lertM i« tir Mharnatm nf MA pteaw. Wr 
ilaaMrr amti IIbM lar rftil net iiMIrf itial aioat MA |4ans iMprrd 
iMMar nad ahmad Ham MatUavr FFH. Wa maad di Ma Ant panapifili ul 
iMr m* Unlad flNlbf tldd. mvdill plarr |ra|rrtMf MA Wtrfklao'rfad 
Uadlag Had nm 42 prrerN cd MlfialiU cM Muniii In MuMkarr 
ttv^fanlaiji Mr alawaira «l Mfivnadain ahma MA pfcma pimMitM 
IrarUiiarP^ riA rhnlcdaL iMs mm pul Mr fcaMS nfoid irardirk 
Boiaa^w. ra aarw Ilia taarn* latmUaa iiapcataf* i-tMiaxl aad ihanffctv «v 
mrfl In tha rrf«>rt‘a Intnafimnn Ilia nrlitiifmal rWdna MA pbam prmlM* 
MiUran* iMaa^iaraat Vr Maamtd Mai Uar rapiin » lad >alaia*ad. Vr 


Pwai 
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* If! hnw r^Nnf i «m ^m^encvl •»|ip 

ttMtl In 2ti/r. 4r>l akfiilkvl iirfM«t«il ihum* ki nsA klMrtffH E»nt 
^N#i roat (tfumf mnM ha 1 ms nn In H.S plain Om Si 

!Mr«liurr an In^MCUm fiii4fa| uf im» vf|M(t b lial UM^iianv* wlu 
«aa <‘afiaiai iwslra* mih hbh m< •lavlfiit In MA |baM miM hur la|#«ar 
iMvtill i*al 4itf iM'Irt (lain ita aiiArt S4r4(fvr m» 

<’MH ai^vval oMihifiai (taifaffm ODI I'orMnnainJ All H liM 

•Ml iliaalwi^ wMli (Mr ftialiNl IImI IU prirMol id ««t« ui |ifcau 

anti hittvv aipicm ccm aMrbc ihs MMb'Arr n% Ikmr^tar. II MMfd 
ttol iMf (latifaiii id Um naw an< MttMiniaaini tibir omI fl#itv dal aU 
arnwni fhr aamal f i raem itm wnitfri haiv* Mltlnalrfl iha Mifaat nf thr 
fbdiir tUC^rtanMmMtf Itad «%• aliMiil lnirrtaaikrM Uail 

MA pUiM i pawr ril y riaiMrv plQi«artan mai Miartrai in tha h(*^m with 
li|«CMl tai^llal COM MiaiVic. otb* ivoiAt tuvr dcvmiant •r (Mmfiaa 
m cual Mumu fc dm aM MA pAmm ana Mrclacair AAhiMMi oa laal 
MOfd tl«» M uMa MMfain (ha^ft. oai^aa *at ihn^aaM ha ibom 
mmI wiPfMliai oiv laal ati4 artnaaiaia^al i|hnv tiiaiiairttM MA aid 
Mantulin mc<ai<mftH.JMi1(tartiartaitMMf<aNa radm WanHo 
aKalifWd tiv U'Xl nail laxUiiMtviad fMwv lo ^ffMaiAada brtviiati im 
omI laMaaaf laia aitaila^i— wlliila Iha aana* t i aaidl paaVal. In na^ w aa to 
CMH niMiMaila. Ttam* liiaiMni dal mtd t0t€\ oiir fteibtf Hat auria 
banaArtarlm ccaiM Aa^ naai Mtantailhal won rmaaihoahljr hMhar than In 
W4h\trrrS 

<'MI» Mmi riMipaafilad dial aaa tImiM iMnr dMnov^l Or (Mllpllro 
of foatlcilagty luan taa^laliadiJia* iMraana* laMaOitarMi vMA biO 
vifa«Mi Ma^iaH fea MA |4am mw Nlot^ in hatr^ lixart mat Murlro 
Oaai uialrt Ibalkanr Pn Vv ai^ana <*Mtf» |wMil til latOoaaad 
OM laoop hk Ur niattan and aandlflad lha lavfai^iilait fMioa Fknat^irr, 
BMol UaiHliiancn laiaa »rlat|iti> Mnal kai0to uf Tor asuunplc. M 
MMs Uia «»a«:Ma hMQh iar an M^aniail wai M ilaa^ Haa 
•Hattfk'aikin dU un lOant^ mw ■(fwaia tfirt Mane hafrlklarlf* di MA 
piam nmid lana ktglar oui>af'ta>Haa( cnala 

In aiMlliod. I'MB loiaiiaMUU Oad ra MhmM lono mdod Uad itaMy |daa«a 
Aomi* VfVFrtlsr* onaof'iBM’loM tmtliMiaii trir lii|uUaf« (dapnatMi If 11*7 
on* faM aimiAad anomh In llw plan UioaOl laarkao^ F«t totaiaiila. |4ana 
aiaa mpalm ri^ayarriw fir daymcd an Irpallrc my martian 
da^ I OfOMfMv hit raX fM «(> laTctfid Ur alitli day. *ttotiy 
caifiaaM laaocia iia i i naai idiaftttp Air Uw idiqr MV aipor Uaa moM plam kmtm 
*Hlirctlif*craniaM (ajKdpoatn aiaxfiMinn hr InfoOrtil WadUMl 
MMS-lra*. W« oAbi lainr that nt tmay raaa« Umt laaBiattatM raat Aiail 


A>rM 
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WvwArtwy MftatlMi net alaviiK In ktvii iMkm ifwi ccsi iAarat 
tfii«r*rf. HA I«^tie4 tiM al»c«fi I0pffr««i 
cf tM»»Amiu% nvn* In fivia UtaJ p tn | > r l xi h«|lne c«j»l Huitiai 

dMiMfvIff Hnfk4n*Fl^f«Ttii^rarm«nlif 

oUUif-fUrlM itiuiMiMM l«Mr 

NmiIM ptq(i<itan wn k ~— nith thair sifanpail nvmcnaa. vf akai H«awr«l 
M fO |4«n «Hli 1401 iNi rMOHiitfTn Urn «i|<oriil 

««uH kMv h0i#r na« klMritiK Utan MMisnui* FFScvvtt with \4br1lan* 
onhoC-fnrlM iranlmvH A*r tn^ial wtiVm 

CMK ranvH fMhar r««irM«a ]*«mi «iir imtlmiM nui)n»i 

Htikii dui we itk vi tlie rxdin^ci of 

fWt ii «lmis kuii luxanfm k tiolt«l Ikal l^ut ft 

4*T4nHm«1 In n 0 ifHc1hiV<41Iit> »ftiM W> Inclialnl iimW an 
p«ic4i4 l••aHfUfl «»i llad uM> a saitoal U i^aia t.'ncfMtMl Put B 
rthttlarH ftfui a |iliamiar| fnm^«aii-<if'|nrloH maalnaiii. W»frH»<cai 
Ok Piin Brfrfk Pmiu^ fa liifttuailiai rrpanlf « iftr <if Pan B 

aarkauMn tniM om-of-fairlBt tfaniuiun Ammteia in Umv ttea, 
Omnfm-I I nilbm haoHIdann to pfam ilM rapinH^Mhnartotoons 
n JM7. Wa nUnd llaC Uw vtiiinaiMa iu|to«tj lu Bn B tinato nlUuiad 
ftnu n pMmu'y antf llw iha plaan^iIntM tNtrianitiac^voaiP^fnr 
f\«l Biini^ialiaAfMlitTtlliy n|4i>ak'ton. WramatoKtoitlWalkai tovaii 
<!MB hir w^h ISit b ftovau iratv w c c iaitoi fntu tlw iatt*ctf>fnrliH 
■tajdarum aial ii4f1 tv • CMSoHldal itiai f4ui» fUK^tocM <ton0lng «• 
ISvt U (ini 9 toiait Iha auMif<fairla« irwuniaii if tnurArum* 
dwan on an nitima^ tav4a HVartdH tMa|K4n(nfitovtftralbrmlna 
foMCMUr ai iftr 0iiA. OfM* €HB » Mita«tfarf< i tuiairffli m tlto 

■■lu nwrtontonlailiM>u«i that AraarUaumafaitoalanlHn lldnii^ 
olnatortl fttan a ffuniiart and do rax B ilna^ 

atoiuiaaiifil bf m ntyurtaii Hinwfwr, nv ara nNvrvniMi Uan liu 
fiftviMitru to Ptoi Puiutoo — mfroiallrai *ii h^rflrlani^ 

fti> «ti wlicn llav irr swotoffl Uraadl (tiwnal* Udoniialkai— «I m« «< 
tMtnan ntwalw rfeftnnthafafii dnuvi nrn larliatoct iiutor th* 

OUMif-faMlOM ItiUlMIUn 

<*Mf* Mui iMitoral tfxammuiand •'tav1fV‘aik<K ntokh 

uctiiindad aa tufmawtaty. 


AlilP Conunenu 


AMP* np i w at i tamwncaladlliaUfcay ai p o ut irnb cw laHheakitay toil 
nhf4\ rvmto laitolailM itnv the rtfakt alaxtol twir- Muto or 
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.Mlir vNleOiry inaVr^ml «1v «** ifvvl**^ 

UiMANtitai WliAtMi i*<l1tow>< UwAUumI inwMiuniu gttlolkwi. the) 
b»4>ny<t that fw rltaranrmrvl atl<llt*Ml femrfiM api l««n$ Ar isiirr 
Vdkilikr of llM'tvci Wf 4Ui|r««4 ifkli Ainr* >— nawmt wp iWl 

mrlwW a rt— iw aita t€ how MA ^laiw U »7 wttild aUaiM liirtr 

rHMm(i>aAII(k)r>i laiiHll*. |irm*UM «Nl i ivt «tiif1ng 

mlMliina, H wim bajcnd llw iciiiaf ctf tiw wiak tn taaraa f«4aiMv 
valar ti ihf nfilraM- 

Vtih n^nl ftivtliK, AIIITabMrcl ilui wlilb* 

bfiirftrkirt«« ai^ hme Wiaitfil 6 k tune lUK p aWa uf Mt^Wa. 

lAfw ma^ im tfllaM ^ Inwrr nM fnr ciiirr maainwi fK taotc** 

tikcCVK. .\HIP«'o«Arfdfil tiul 4ur«UH94f- an |ih« ffth feltfar 
ooal irfuffvut let tffMlftrta ■anicaa tifMaw tu ^Ui nol ammil 6 k tht 

Mr^llrvrv* MiHtilwin amjM fm 
phro^t lawtra* «lia«K Umt a«i<«ntl tiatr^ A* bUh (’MS ■••< AHU* 
|Kirflf<f am, mnai VIA plW9«f|»anl riurvf •^nfK |*>^Un«MVlnm 
diatag laiulkM Wr iiiw iimIt lu ttw Ivit tmi npiKt 4f«J 

amMi|na)liKI ifpin* In rtarM^ ihVi polri. Hinvam an ratr rafnrt 
iicAe4 bfnrOcurtn «tMi mt Aifh itMialiiftfM Mt>W4 

lu%v irwndl real Kurau «*■* vtaild faa N0#r than taular Mnlanan* 

AlUPatalad Uul atmurn^ mama lMKArum« wu^ latv li#»«r naA tkauttm 
uratrf an HA plan llwa If ttK>' wen* ftmiSnl m fMIrave ff% oK-nf- 
pucM iiata ctfaM Ur lu»\« if llacv MA plan law a bwtt pntiauw (Ian 
W xtu ai rv% VIMU thM tMqr ha cnaa tn arana cmm—w^ ImwiI that, na 
oeenipe. (*atftiiM44pcf««f<iifihHf rvh«mtfiK<6hct^lNKl B 
pw il ei aa ■ P vaa the Nrofw tif o«k imrh a» aaaha laarh a 

dHmalfaOKi Alflir ftnlrr iImi MA plam (Pf^hle hfiie IVtefIra 
with ut<MMa. ChwrAnanMi irlai pndar ana*' vafKieaei can 

i^Boar MA plan*! kMi l4M>^r anil kmrf com •diaftni. «tMr 

baiKfWaartaa lalKi aiw Uaa wwnar hi naA iiai daioar MA fiaiet kMi kaatr 
pnKVitarmaiatlilihiKreal <*#1614 Wa that Or MA | w n piiii finnrMra 
bciKlWaiftta «ltli nfltiaw aaal lia^v aililftl Uih |B>4ii hi Uw hral td imi 
tafioft 


With n»Aanl e»cur n^MniBp cai MA plan tatahral haw niam AIIU* 
rff«rermathT4 HKIrilwl (Mi laar polM waatilrtf mmHt Mi ihfV aalrd 
palosKitoifi Uw>fa<ail anhar lUatMaw Brtvf earlkat of (tar mvtat. Wa 
that em n iiAi tNaymicUaf IxairiMftaeifnofwaflriiihwi 
fflUiw aifJ (Mi Uk laa«* ilil mi oamii tiKilhaalfM In tail lai|i-lr>«i 
MiaaiafV) 



A« Mill jmvcITIrv^ iiliir«ii jmi |ftt)lrt)’ «fiNMnn# tlir nf 

Um iffwfl vMiUrf. Ml fkmlief ilMfllfKki* Milll 90«kQp» IhNli Mi 

ikm» At ihMiltfiriirii^ AilnlaMmor ttf 

iMctTMnl nii^rMiifiil cimnlnrrv^ Wr will i^i fraikf<f|»le« iMiAalil^ 
III ittfeMx mfMwI. n* iw|oct wll aA»Mr ift-MUlif «l mi i'Mmjiv on 
tir HAO W«h ito m jin pn 

irpcii nr tmr«iallWNw» mi <|MMiiiMAMiti ilM vrfMift plMM rwmin 
Mr il <^DB|i^l 2 > 7114 c*««Hlw^t^^ 1 J«>JM. <* 4 «ftii 1 utr Cifflcr* 

1 iMi^MMfWaJ ItHallfMi iMil I^Mir AttMi trap Mr fraiiwf nn lh» Um 
imr of <Ms rffiift <i.V>«iAfT»lK* MMle ■fti>er tnf«rftuik)m to ih^ fr|K«i 
aiv ImmJ m aipmlts VI. 



roijnwr 

AitUij IHmtnc. HiUih Cdn* 
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tUMi t}f 

7W iuin b- iJntpU 

Chanufi 

4!«anilllcr «ti faiTQ mmI I'ocMiMnv 

lli iw <i 

*fW IlnmnM* IMmr, Jr 

ClmMi 

UA llMiiii 

rfaiiMliiAr <«i Bmto «mI (VNvtmrr* 

HiH«r ii 

IW ikttmtn^ Hciirv A. Wawma 
4'tanMti 

rfmilne^ai «iiil OwvnmtM* IMmvi 

Himr <d 

IW- IlMwntfilr <lMrla Bl AuiM 
4'lMnun 

CiaiiMliifrai Wa^^AMl Mmi* 

Himm* <d lhyw»filiii»«i 

IW IfcMunMf IW BUrt 

SkiUiMiufbliv iM IkuUi 
4‘«mUttAr«fi Wa^vaari Hiaiiw 
Home <4 Rrpmmiailiv* 
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Appendix I: Example of a Rebate Calculation 


Knr McM Maclean* 1*^ t>pm 

wliliarrluir •rWfrfelurt. t»w |mwr»l»< fw 

rHwif If ft 144 eti r<nl« itr t««f ftiiifk ' T«l4e 4 H an nuii^k nf 

trl«4« ii4atAtfiin» fur tr^u IvytArtkftJ buh lit tl«‘ ftaaic ctNtHf 


««Mli noCaMMM^fMlbMiiar 

jfiBaHIAtMia 



nmA 

$m MMti 

f^0 

riwaifft 

pfttrftftvM* 

^awio»ftp>»fc» aaWoa ipiaM^ 

VJ»i 

• fVt 


Ml 

i«C 


f93 

•tb 

a#oo< Cy pro.* M o Mpo «>•* a 

m 

• 

*ftapftoMip aoftoft fiaroA^Or 

M « •««• tor bMcmaa 

7i 

4 

<MMcoo paarwo 

7H 

iD» 

Matirtnciff 0m jiftoo^i 

4 

44 

■janrao aoiiM rroaod awmoo aro 
oOBCftt eoM « aooAeaoy 

n 

4 

rnmm ftM 


ilc4li |ikra lanv Uw Miar bvtrftraarft bftrawr tivy an* M Miriaaiw iiMfiy. 
I^an A Mtaifti* a latl c4 mil y*c nMr4>rr fwt twMAli I IW I Haraw# 
^laa'a Nil N fin* t*WM Mrm tN* Nnrtaftarl. || larr h mr a raNaa rvf lal 
I* 7S iif itiM ififtMiH. «r ITTi PMPM nail h ■laai lav ihp flT* 

i'MM niMir a^^nnalr laldlkaaal UwObi. wArcaipniaiaiata mlarfftl 
««•! tlaartaib ur aay <««flmataofi c4 lift* Uaw l^ai It iKWVftftT miNmU ■ 
M4 tNtf n Mb 1^0^ aNnw lha tiaaalmaifc M a fftaalt. IN* |4aii mcwMai 
arifHiaif Mrftbwft'^Hlv*'tiaitnf4am<aN«M<'«frr«lilialiaft«Nnaik<fti 
Mf0tarr ft |•«ya•r«i tu l%ii Biaad al Mtb 1^014. ifie impium uf ihr 
Wtprftmafc. l*Ui Btaaal paafta* t^i Uia •viaalftUM of dN M by v«ari»ial ila 
bttvNftatvfti a uaarMiMy plaat ynpatatai of MU Nirv l*bai A Nm 


yM»ii« i daiHa^.m — ■ iWMifIno yMianfftAn a— ■ Naift my'p 

o^»ol f Iko '■••wl^iav^Moairw flof «•#*• 

flp lifToi Nu^ftOa Opaamt— lati n o iw nNata Mitfau 
m* aMw*«o««libf«ii ali (ftof Coa««i|wiOTuio ■» ikr 

ra- ^r>tt imrai nlM ftiiaUalMotf iwi^oll^jft 
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mm 11 aMtimul pimtaiK wfin** fUii Itlaai an mm 

brfiL<ft» Mii 4 A AiltllttMMj prtffiiui, Ptefi A tu^' tllmrl neat taieActafiM^ 
M tanat bai wikm ptm fh n po Han A ifiwr ftaa H, Pla* It ai |tmi an 
Ui^eadfsv lo hrfcair aicf* cIRrM to Otf* fi Analnf y««r ard to»ef IM M 





Appendix II: Scope and Methodology 


Tti^ rtwvl^ ^ 4nof«» Mi4 m mr 

amM iiU<«i«r Ihe 

pvImm U »7 12> fv4ul «Alian«4 Wtwtei MA f4ai»i rt««K«d)f 

Mh tii^ MMlMlIIttiMl ffiawNWk tni Or cmm 

or*r»e«*tak«Albrfrftik(3>Ni» I4S|*iii9' Ir^HliiAfy dol 

t4ttftt^ ottfaB anl I 9 ^rpr <d •»fMrv. cof»|ttmJ Ui Ma^lcw fi«*-liif • 
wmtna mnI «| lirm MA y»q4»flrtl Ihry mtMtl alloriif* ilw 
rrariMr 10 Mrtkvi traJ <MhcT 

We ««Ml |vWur>' <feac» arairnm in arvily** niir c^iJerttMt* 4Br MVt 
Bal Pl%iiiwTia)( lUu .imI Itif ^IT Raii Bniefll Pla 4 u 0 ‘ 4 MA Thm iMu 
art iMtotWtcd br MA plu* «• ll«* I enwf» far Mtalmn' A MnlrMl 
XefV«rwi|CllCC\ 4fa»A|rfir9 Hui aWfiinMrfa Mrv 1 lrAn*> 1 T«a tiM 
•Ul* rtriUfa MA bMm' |*«AaiilaMA of iBrlf rr^^ur r<«|MnwifN» anI 
iraii w Ma w rf - ifaertfkal^. far fad inrsiA data isHialr MA pfaaa' 
pm|rrt|ia»i«C n^amia rrffar w fW w t ^ iexlfafon r«r«tln»l ^ 1 ^^faa^ ^ 
i|*eiMlatt lai ra>n mnlkal nfartwik umI thr iraafflA Tlir bM ibfa 

ifaai nalMtt uitmntMm cti thr bnafala anl iiaaMfaafttW arriifarfartibi cd 
ptoaa. iNhaMaK t«i« MLA |fana pfvdrrirti na« tfamitrrruifm m fta« 
alii/tfM Ia Meikiirr In AiUliaxv far Md (arV'ttf «Ul« oriuir 
mfarauUett im far amirtA id rrfafaai aisl iricfatinaJ pnrtauna |itaw 
pm>*n ihe| mil re^ra m AiaH lalittlrfful hrarflla, nwUmed frrHfafnas 
milR^p'rdrrdlfaAfWM *IVta<tieOtp«tMlr<UU«<«iMfadHaikal 
mforsiatioti Mwtil Ihr bnadfai atal i*uiBM4ufttM nafartMtaraiai tfad MA 
pfam ofTrr In Ifaalkar** Iw«r4lriafl»«. 

IW our oA 9 « 1 mi«, m* bastard uurmd^'Ma i« pfan IftaMi Umi iBXXMal far 
>W peimii of MA aumifaiafa- IW«Hb Malramnrr ciripn io M i M <HW>l 
<71 prtrrtti. Pdnir Trr far f«rf\tir P1 ai»< 2J fwvmii. Prrfaml 
Hmtchr OtWaa«lkirai<Pt*C>J (i prnwli aaal fW*rfaT«ti| Bii > Mn l 
OnpMiafa*iia<<PWh 1 1 pmrmy'MVfttrtMfarl Wafaral Ha^lan^ Amaii* 
pfaiAdMl rrpKad pith A«fa cair aiad^Mt lierriAr lhi 7 fnlow • diffrfrdi 
iNdifali priK-fua ■rru'bafaalpkfliryva^fafa fano uthm* nmitrUor i «i 
lOintfa u aoi—^airA an mfifattr pfaM. )^»ecUI Neerfa Ifana pfafTl and 
ikfMiAMnmft f4Af» udil tufa fi* pUm faai (n^ioarr Pin 
Wr aWi irarfatlrd piat* fvdh l a rttcr Mtar faal an* rvcdwmfar taitnir far 
fn Haim aad the IfaPiVi nC<*olHiMa l*fcaM « ^ Birpaifi am pr fil m e d m 
uifaMt apparmr bMa Ak a MfWb* far Ufa? idlHfaflu Ka dlifaUw Ur 

lamfar iwm aiki argnrifac m Ihaor cvana brtaa faa irocfai hr thr «air far 
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fvrollviM* t mt imn iii inr Ana vMirfl «^iMr 

ImMcvl *iJRi pkf»ii#il Ti^TncaOB lirM.4k4irtr« (71 pttrt H (if UMal 
IIA — foiiwrra ^ ai oiv Ihiaw n w i ^ iw ■|V|4y «ii all ti^Mw Mid 

i 0 «rir 4 1 * ttv rffam. drimottifrator aiAed BffMciPiliffpvirmMiytS 
HMAi afliT llir «ai1u«MK. md rtmiiifMii at cfeiaw iiho* wm I l aa in d of 


HA vt rl<i ml rvfMvi *^antH> fry liai wt 

nitImW lk«iM t» tlw naailbi (»* nfical lat ill HA pki*. 


To ilHiTvalm* Ion pUtm Uwy tlkaiAr ikr nlMli* ki 

oJitaaiaarf l»«iellta, r wA i rad loMMiiaM and f rdw'wd ctm atarMK, «n> twmA 
iifWIfig (IM. Ttr bkJ pfkingtiitit ciAialn tlie Mai aianania (tea 
pimarlMl Uiay w«uU ifimd c«i laicfcilcai btohta naliwd iwmitatai^ aial 
mlain1cQal<tfianiH lAomr^TV.fHrr NLA|itaa««eba# rrlialr«4Mf 
labtaniaal fCvaatiaiBi aa o AiiaJiad actmv (nr Uaav laHllHaial brtarftb*. 
mlat^ |K<wtanirs md ro^tfrd m« nfwdnii w* ralraUii^l ilia 
prufuibiiii vi liilaj (Uiillac liana |Mi|iMi#«l llir> *o«Al h*^ uii i«HllK<Ml 
w al w xd frvnlMivi. aad ra<lar*d roal ldlartl^ mrl afifllad Ihaor 
IKi^frtkata vHialr. Wa mirMad <air aiMfjralaof Miair 

(Huralkau In ilia 1^-4 plaan Um locHi wl n loAidn 


Tb iiWfAiiy Uw laliiitnMl btnaftla Ikal MA ilam ivMiMialy ruvoml wiUi 
raliMaa mrl aiMlIrnal prwiiffas (aa innt hmafll furtaiir* dau Tbi* 
b«ii«nt parloor imnali' llv liaM driillrtl mH aiitinAir bdoraulkai 

iMiallla nlbwd tirlnrlla|{ aiMitirarul NaiwHiR Wa wad tha 
i.*fianMalk CMS m.-uraincwled bm ilaJ mm fa^aw — pMa t» wr to 
malHi wnlna in tha bmalH parkaiM* Man In calaiamaa Mt tha 

hM lairtif ^aa. 4 fal ataraSnl dia |«<t«tffia^c^tia«Hkiaoa» l» ilaiit 
dud (Anal nditaiiMid tsmAla naaiK lad imnait rHaHoraai' 


Tu kkanfy Un waia laaiiraMad (aMh llaa» nklUiaial bctwAM nwuaadUar 
bM faVtiK^^ I*IMm dM MM (Ma rryHMiril rjNapidaa tir lha|r 
laldliiiaad UncfiU hi Ihr Md |ek«ic AM. I\« caanph. acarw iikaa 
raiai^iftard aifchlKnaJ \talon l i a wl fai tawMr rM» fU Mtery of olhar mn- 
coatvad IWrafiMa. oaf ntlnaMaaofihaaiMiftMf mUHMmI 

banafIM do mm wrlada iH plat*) tlw oflra the*** laMallto. bM ar* haaad in 
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Appendix III: Plan Variation in Rebate 
Amounts 
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Appendix rv^: Plan Variation in Uie Oul-of- 
Pocket Maximum 
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Appendix V: Comments from the Centers for 
Medicare & Medicaid SerNices 
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Chairman STARK. Thank you. Is it your feeling, Mr. Cosgrove, 
that if we required data from the plans, obviously retroactively, as 
to what they actually provided — and I guess I would like to make 
this distinction, Mr. Weems and Mr. Cosgrove — a benefit offered is 
a different cat than a benefit used. 

In other words, take a look at me and you could offer me a life- 
time membership in a weightlifting club, and as valuable as that 
might be to my young, vigorous ranking member, it would be abso- 
lutely useless to me. And so while it has a value if I used it or if 
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I could sell it to somebody, so if you offer — I was looking at the 
dental benefit, for example. Four bucks a month, that is less than 
$50 a year. Now, I don’t think you can get your teeth cleaned for 
$50 any place. As I recall, it is maybe $100 and change, as I think. 

So, I mean, I think that if we had some figures as to what was 
actually spent and used by our beneficiaries, we would have a bet- 
ter ability to assess the value of these plans. Is that 

Mr. COSGROVE. Absolutely. We have no information on utiliza- 
tion. I want to point out that the dental benefit, the $4 per member 
per month, was on average the most expensive additional benefit 
the plans offered. And $1 of that $4 is actually paid by bene- 
ficiaries through additional premiums. 

Chairman STARK. Also, we skipped over here. But according to 
your full report, a third of the private fee-for-service plans — and I 
am sure our guests will learn that there are kind of two plans, I 
think, or two types of plans — charge more for home healthcare 
than stand-alone fee-for-service Medicare, and if they offer an out- 
of-pocket cap, they often exclude things like mental health, home 
healthcare, the most valued for very sick people and probably the 
most expensive for them to provide. 

Is that a fair assessment of 

Mr. COSGROVE. Overall, roughly half of beneficiaries are in 
plans that have a cap, but half of those are in plans that have a 
cap that excludes something. And home health is frequently one of 
the services that are excluded, yes. 

Chairman STARK. And we are talking generally across the spec- 
trum about a medical loss ratio of 85 percent, some perhaps a little 
higher, a third of the plans or 30 percent of the plans lower. 

Mr. COSGROVE. That is correct. 

Chairman STARK. And just for the record, what that means is 
that 85 percent of what the plans take in in premiums or subsidies 
or government payments, whatever, for every dollar, they spend 85 
cents on medical care and the other 15 cents can be most anything. 

Mr. COSGROVE. Well, the other 15 cents is going to administra- 
tive expenses and profit. 

Chairman STARK. And if you compare that with Medicare, our 
medical loss ratio there is north of 95 percent, probably 97, 98 per- 
cent. Is that fair, Mr. Weems? 

Mr. WEEMS. According to the trustees’ report, it is approxi- 
mately 98 percent. 

Chairman STARK. So what we are saying is for every buck the 
taxpayers and the beneficiaries pay into Medicare, they are getting 
97 or 98 cents’ worth of medical care. And I think that is important 
to compare. 

And I know, Mr. Weems, you have suggested that in the services 
offered — and again, I don’t want to beat this dead horse — ^but when 
you say that two-thirds of the plans have coverage for eyeglasses, 
you don’t mean that they get a pair of eyeglasses every year? 

Mr. WEEMS. No. 

Chairman STARK. All right. And they are often a limited dollar 
amount? 

Mr. WEEMS. Typically. 

Chairman STARK. And so that for any of my colleagues who, as 
I do, have Blue Cross, and they give you a list of places where you 
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think you can get eyeglasses for 50 bucks, guess again. I mean, 
maybe $500, unless you go to Wal-Mart or Costco. But we don’t 
have, I think — and I think we will hear from witnesses later — ei- 
ther defined benefits and/or marketing restrictions that would pre- 
vail in most States. 

We have pretty defined benefits under the old Medigap rules. I 
mean, what, are there 11 plans? 

Mr. WEEMS. Right. 

Chairman STARK. And when we wrote that bill, I think we had 
pretty much agreement among all the insurers who were writing 
Medigap at the time, including AARP and whoever else was in the 
business, that with those 11 plans, that gave them enough leeway 
to provide a variety of coverage for people to choose from. 

Why wouldn’t something similar to that be useful to the bene- 
ficiaries in Medicare Advantage? Let’s say that we said, look. If you 
have got how many thousand plans here, let’s design a set of bene- 
fits within which, these parameters, they could operate and com- 
pete, come back to you or to us for additional benefits if necessary. 
But why wouldn’t that simplify your lives for keeping track of it, 
ours for understanding what the beneficiaries are entitled to. 

Do you have an objection to that, Mr. Weems? 

Mr. WEEMS. Mr. Chairman, at its heart, the Medicare Advan- 
tage program is about choice. And restrictions on the benefits 
would limit those choices. And I think we should be in a position 
of giving our beneficiaries a large number of choices. One of the 
things that we have done is to move to make sure that those 
choices are more understandable and presented to beneficiaries in 
a more standardized fashion. 

Chairman STARK. But you don’t think they should be limited in 
number? 

Mr. WEEMS. No, sir. 

Chairman STARK. Well, then, in Part D, you would suggest that 
anybody signing up for a Part D drug plan should be able to buy 
any drug they want? 

Mr. WEEMS. Well, not any drug. We want to make sure that 
they are EDA approved. 

Chairman STARK. I will spot you that one. What is next? 

Mr. WEEMS. Well, and then we allow plans to provide choices 
through various formularies. 

Chairman STARK. But you allow them to limit my choice, don’t 
you? 

Mr. WEEMS. The same way that Medicare Advantage plans 
allow a range of choices through different benefit arrangements. 

Y^6S Sir 

Chairman STARK. Okay. Mr. Camp? 

Mr. CAMP. Thank you. 

Mr. Cosgrove, let me first begin by saying I appreciate the GAO 
staff briefing the minority staff earlier in the week on this report. 
I am disappointed we couldn’t get the full report before today’s 
hearing, yet apparently the New York Times did not have this 
problem as there is a story in today’s paper quoting from the re- 
port. So they had things that the minority staff didn’t have. If we 
are going to have a meaningful discussion, I think we do need full 
information. 
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Now, just let me move on to the thrust of the report as I under- 
stand it in this short time frame. I am concerned that your report 
isn’t an actual representation of beneficiaries enrolled in Medicare 
Advantage plans but instead, again, this hypothetical scenario for 
beneficiaries using a single type of service for a small subset of 
plans. 

So let me ask you: In your testimony, you included a chart that 
showed how Medicare beneficiaries could pay more for inpatient 
services. Is it true that this just reflects one plan out of over 2,000? 

Mr. COSGROVE. No. It is a representative plan out of 80 plans 
that we found. 

Mr. CAMP. I believe it is a representative of one plan out of over 
2,000 plans beneficiaries have choices of Let me ask you again: Is 
it true that 84 percent of beneficiaries are enrolled in plans where 
they could pay less cost-sharing for input services than in tradi- 
tional fee-for-service? 

Mr. COSGROVE. Well, as we point out in the report 

Mr. CAMP. I believe the answer is “Yes” to that, and I guess I 
would prefer just a simple answer there. I am correct, am I not? 

Mr. COSGROVE. Yes. 

Mr. CAMP. Is it also true that over half a million beneficiaries 
are enrolled in plans that charge no cost-sharing for inpatient hos- 
pital stays? 

Mr. COSGROVE. Yes. That is in our report. 

Mr. CAMP. I think it is important to understand that many 
beneficiaries who are buying insurance are buying protection 
against catastrophic events, even if they don’t use it. And from 
what I can understand, the services that you have chosen to look 
at are used less often. And, frankly, services such as physician of- 
fice visits, which are used more often, are less likely to have a 
higher copay. 

So I think we have to look at the kinds of comparisons that are 
being made. And, frankly, your report looks at inpatient hospital 
and home health and ignores physician office visits, which 97 per- 
cent of beneficiaries experience, 8.5 percent experiencing home 
health and 25 percent experiencing inpatient hospital. 

You know, it is my view that this report ignores reality. And I 
think if we are going to have a meaningful discussion — and I ap- 
preciate, Mr. Weems, your comments that you are going to get 
some actual data to us so that we can really have a meaningful dis- 
cussion about this. So thank you for that. Thank you for your testi- 
mony as well. 

So I guess I think it is important that we get a report that is 
real, that we have an opportunity to review so that we can have 
a meaningful discussion. I think this really is a fake report with 
fake conclusions, and we are having this fake hearing about it so 
we can all run to the media and make certain pronouncements. 

I think healthcare is too important. I think our seniors are too 
important. I think the choices that they want to make are too im- 
portant to conduct the people’s business in this way. 

So again, I am going to send a letter to the Comptroller General. 
I look forward to his response as soon as possible. Thank you, Mr. 
Chairman. 
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Chairman STARK. Well, you are welcome. I am sure that there 
will be others here who don’t like the report, and I will reserve my 
comment until a second round and ask Mr. Thompson if he would 
like to inquire. 

Mr. THOMPSON. Thank you, Mr. Chairman. 

Mr. Cosgrove, we have heard in testimony before this committee 
in the past, and we heard it again today, that Medicare Advantage 
plans, especially private fee-for-service plans, are rapidly increas- 
ing in enrollment. 

And your testimony notes that the Medicare Advantage plans 
were originally envisioned as a potential source of savings. Is that 
correct? 

Mr. COSGROVE. That is correct. What was once called the risk 
program started in the 1980s, yes. 

Mr. THOMPSON. Are they currently achieving savings for to- 
day’s Medicare program? 

Mr. COSGROVE. No, absolutely not. According to the MedPAC 
analysis, the average plan bid for simply providing A and B serv- 
ices is 101 percent of fee-for-service. And on top of that, plans get 
rcb 9.t6 s 

Mr. THOMPSON. I would like to talk about something that 
hadn’t been brought up yet, and that is the impact that these plans 
are having, and if we don’t do some sort of reform to the Medicare 
Advantage plans, will continue to have on Medicare’s trust fund 
solvency. 

Can you speak to that at all? 

Mr. COSGROVE. As I mentioned in my statement, in 2006, for 
example, we paid an additional $7.1 billion extra to Medicare Ad- 
vantage plans that would not have been paid if those beneficiaries 
had been in fee-for-service. It is true that beneficiaries in those 
plans did receive lower cost-sharing and additional benefits. But 
there is not a free lunch. That came out of the $7 billion. 

Mr. THOMPSON. And it is my understanding that the Medicare 
Advantage overpayments and rebates, had it not been for those, 
the Medicare trigger never would have been pulled. Can you com- 
ment on that at all? 

Mr. COSGROVE. I have heard that. I haven’t looked at the num- 
bers. According to the Medicare actuary, it certainly has reduced 
the life of the HI trust fund. And it certainly has contributed to 
higher Part B for all beneficiaries. 

Mr. THOMPSON. And your report also found that plans are allo- 
cating 20 percent of their rebates, or $17 per month, on reducing 
premiums. However, you note that 41 percent of the beneficiaries 
are charged an additional premium for the privilege of partici- 
pating in a Medicare Advantage plan, and that the additional pre- 
mium averages about $58 per month. 

So at the end of the day, are the beneficiaries who are charged 
an additional premium actually seeing any savings on their pre- 
mium cost? 

Mr. COSGROVE. Well, they are seeing — the average beneficiary 
is seeing savings overall, but not on the premium cost, no. 

Mr. THOMPSON. And how about in comparison to traditional 
Medicare? 

Mr. COSGROVE. I am sorry. The question is? 
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Mr. THOMPSON. The savings, the cost savings over bene- 
ficiaries in traditional Medicare? 

Mr. COSGROVE. Well, again, it depends on whether you are 
talking about the average beneficiary or some beneficiaries. The av- 
erage beneficiary would see, overall, some cost savings. But there 
are beneficiaries in plans who could see higher expenses. 

Mr. THOMPSON. Mr. Weems? 

Mr. WEEMS. Good morning, sir. 

Mr. THOMPSON. I am perplexed that the budget, the adminis- 
tration budget, paid a lot of attention to Medicare spending and 
solvency, specifically in the areas where they tried to strengthen 
Medicare such as cutting physician rates by over 10 percent or cut- 
ting hospital payments billions of dollars, so severely, I might add, 
that in California our hospitals alone would see a loss of over $800 
million in 2009. And yet there is no mention of any payment re- 
form for Medicare Advantage plans. 

GAO stated that these plans achieve no savings. CBO has stated 
that reforming the Medicare Advantage payment rates would im- 
prove trust fund solvency. And MedPAC has stated that there is 
no policy-based merit for these overpayments. 

Why do you think these plans deserve such special treatment 
when it is clear that they don’t yield any special results? And if you 
guys aren’t listening to the GAO and the CBO and MedPAC, which 
experts are you listening to when you develop your policy for the 
Medicare Advantage policies? 

Mr. WEEMS. Thank you. Congressman. Medicare Advantage at 
its heart is about choice. You note the growth in private fee-for- 
service. That growth is in rural areas, where the kinds of services 
and benefits that Medicare Advantage offers has not been avail- 
able. 

As for our budget, our budget protects those kinds of choices but 
goes directly to the kinds of solvency issues that you mention. If 
our budget were enacted, the solvency of the Part A trust fund 
would be extended by ten years. 

Mr. THOMPSON. I would like to see your budget come to a vote 
of this full committee and to a vote of the full House because I 
don’t think there are three votes for it. You cannot tell me that if 
we cut by over 10 percent physician rates and decimate funding for 
hospitals, and those are hospitals that are also in rural areas, that 
somehow that is good for the people who need healthcare in not 
only rural areas but urban areas as well. 

And to the question of who you listen to, who you get your infor- 
mation from in developing these policies? 

Mr. WEEMS. Congressman, we get information from a variety of 
sources, including the GAO, the Congressional Budget Office, out- 
side groups. 

Mr. THOMPSON. And MedPAC? 

Mr. WEEMS. And MedPAC. 

Mr. THOMPSON. But they have all said contrary to what your 
policies are proposing. 

Mr. WEEMS. Those are financial analyses. The Congress, when 
it enacted this bill, made a policy choice about choice. And that at 
its heart is what Medicare Advantage is. It is about giving bene- 
ficiaries choices. 
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Mr. THOMPSON. Thank you. 

Chairman STARK. If the gentleman would yield, I believe, Mr. 
Weems, your own actuary said we are paying too much for Medi- 
care advantage. 

Mr. WEEMS. Our own actuary would say that 

Chairman STARK. He may not phrase it that way. 

Mr. WEEMS. He would say that Medicare Advantage is paying 
above the fee-for-service rate. Yes, sir. 

Chairman STARK. Well done. You are not going to fire him. 

Mr. Becerra, would you like to inquire? 

Mr. BECERRA. Thank you, Mr. Chairman. And thank you for 
coming to testify today. 

Let me see if I can ask Mr. Cosgrove to make something clear 
to me. The gentleman from Michigan, Mr. Camp, took umbrage to 
the fact that your report was based on projections and did not in 
one instance talk about the reality for one particular individual 
who receives his or her care through the Medicare program’s Medi- 
care Advantage system. 

And just to be clear. Medicare Advantage is an HMO-type setting 
where, through an insurance program, through an insurance com- 
pany, a senior receives his or her care versus the senior receiving 
traditional Medicare, which is where the senior can go to any doc- 
tor or any hospital to receive the care because he or she is a Medi- 
care beneficiary and can go anywhere he or she likes. But if you 
go to the insurance company and that insurance company system, 
you have to stay within that system, and you accept that package 
that that system offers you. 

But again, Mr. Camp took offense that your report was based to- 
tally on hypotheticals, on projections. 

Mr. COSGROVE. Yes. 

Mr. BECERRA. My understanding is you had no choice but to 
base it on hypotheticals and on projections because the law doesn’t 
require CMS to talk about real people. And so therefore, your anal- 
ysis has to be based on what you get from CMS. Is that correct? 

Mr. COSGROVE. That is absolutely correct. Plans are not re- 
quired to provide any data on what they actually spent or the bene- 
fits they actually provided. The only data that we have available 
are the data the plans submit annually, and that is in their bid 
proposals and their plan benefit packages. 

Mr. BECERRA. And so, Mr. Cosgrove, your projections and anal- 
ysis of these hypothetical patients under these Medicare Advantage 
plans that Mr. Camp took offense to are the actual projections or 
based on the actual projections provided by the plans themselves 
to CMS? 

Mr. COSGROVE. Yes. That is true. 

Mr. BECERRA. So our difficulty — and I agree with Mr. Camp, 
we should be talking about real people. Your problem is when the 
Congress in early 2000, or 2002 or so, passed this law on Medicare 
Advantage under the then-Republican-controlled Congress, it did 
not require CMS to collect data on real people. In fact, CMS has 
no authority under statute to collect information on real people 
under the Medicare Advantage plans. Is that correct? 

Mr. COSGROVE. That is correct. And that contrasts with the sit- 
uation in Medicaid, where many States contract with managed care 
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plans and require those plans to provide data so that States can 
know whether their Medicaid beneficiaries are receiving preventive 
care and other services. 

Mr. BECERRA. So I think all of us probably on this dais would 
agree with Mr. Camp that we should be talking about real people, 
which would require that the plans do what other medical pro- 
grams that get government subsidies do, and that is to report on 
real people, what their outcomes are. And I think it will be fair to 
ask for that and then base some of our judgment on that. 

A few years ago — actually, a number of years ago — we would con- 
stantly hear stories about the 3- or 4- or $500 toilet seat that the 
Department of Defense was buying for this or that plane or facility, 
how we are paying tens of dollars for a screw. And we just found 
that things weren’t being done well, and lots of waste in the De- 
partment of Defense. 

We are being told by the plans that they will do certain things 
with the money we are giving them, and including the rebate, 
which is above and beyond what a doctor or hospital would receive 
under traditional Medicare. 

Mr. COSGROVE. Right. 

Mr. BECERRA. But we have no guarantee, as I think Mr. Camp 
pointed out, what in fact real people are getting from these plans. 
And so while it may not be the same as a $500 toilet seat, in many 
ways we can’t determine if we are getting a $500 toilet seat or not 
out of some of these plans, can we? 

Mr. COSGROVE. That is absolutely correct. There is no way to 
determine that. We would certainly welcome the request from Mr. 
Camp, and we would welcome the ability to get data from plans. 

Mr. BECERRA. And I think it is important for us to get that in- 
formation because many of us are in some of these health plans, 
or have family or friends who are in these health plans. My par- 
ents are in a Medicare Advantage plan, in Kaiser — Mr. Stark men- 
tioned Kaiser — in Sacramento, California. They have been in Kai- 
ser. They enjoy having Kaiser as their provider. And so there are 
a lot of plans that are doing some great work. 

And so I think what we want to do is get the facts so that we 
don’t disparage the good folks who are providing good services. And 
that way we could distinguish between those that are providing the 
best of services. 

My final question is this: I believe, Mr. Weems, you mentioned 
at the end, right before I started my questioning, that in fact the 
actuary for CMS has said that Medicare Advantage plans are re- 
ceiving a greater reimbursement amount or dollar amount than are 
traditional fee-for-service providers. 

Mr. WEEMS. That is correct. 

Mr. BECERRA. And I believe, Mr. Cosgrove, you said that total 
$59 billion more is going to Medicare Advantage than would go for 
the same services under a traditional Medicare service program. 

Mr. COSGROVE. No. That was total spending in 2006. The addi- 
tional spending amounted to $7.1 billion in one year. 

Mr. BECERRA. Okay, $7.1 billion. And so we are talking real 
money. Whatever the amount is, we are talking real money. And 
those are billions of dollars that we spent, taxpayers spent, to pro- 
vide Medicare services to seniors. Not really sure how it was spent. 
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In some cases we think it was spent well. Other cases we are won- 
dering. 

But given that we are in this crisis and everyone is talking about 
how the sky is falling for healthcare, and Medicare in particular, 
I think we do have to get the real numbers. So I think, Mr. Weems, 
we are looking forward to receiving that information. And I think 
Mr. Camp’s request is legitimate, and I hope we all join in request- 
ing that information so that we can base our aim on the facts. 

So I thank the gentlemen, and the chairman for the time. 

Chairman STARK. And before I recognize Mr. Pomeroy, I would 
like to — Mr. Camp is carrying the whole other side of the dais here, 
and I would like to give it to him for a few minutes. 

Mr. CAMP. I certainly appreciate it, Mr. Chair. I just want to 
comment. 

I didn’t ask to be yielded to during your time, Mr. Becerra. But 
it is part of it that it is not just real people, but it is also the prob- 
lem that it is only inpatient and home health. And those services 
that are used more often, which are not included in this report, 
have a higher cost-sharing. 

So I think it is not just the people. It is the focus of the report. 
I would also like to see them include physician office visits and 
other portions, not just inpatient and home health. 

So thank you, Mr. Chairman. 

Chairman STARK. Mr. Pomeroy, would you like to inquire? 

Mr. POMEROY. Yes, Mr. Chairman. Thank you. 

I have the greatest respect for the administrator. He has come 
to North Dakota. He has helped us with the hospital problem. A 
career man, ultimately appropriately on merit advanced to the No. 
1 slot. And I am very pleased — truly, I am very pleased with his 
leadership. This is a no-nonsense, get-it-done guy. And we know 
that representing the administration, he has to defend Medicare 
Advantage. 

What I want to focus on is what we are getting for the extra 
money we are paying. So, Mr. Administrator, you don’t contest the 
$7 billion in extra payment as opposed to if we had run those same 
benefits through Medicare. We paid $7 billion extra to have the in- 
surance companies involved. 

Do you agree with GAO’s comment on that? 

Mr. WEEMS. That there are additional costs associated with the 
additional benefits and additional choice; that, right now. Medicare 
Advantage plans are above the fee-for-service rate. 

Mr. POMEROY. And because of the variety on the plans that are 
not fee-for-service, let’s just talk about Medicare Advantage Private 
fee-for-service. It is generally believed that we are paying some- 
where in the neighborhood of 12 to 17 percent more per dollar of 
benefit administered in order to have the private entity make that 
payment. Do you contest that? 

Mr. WEEMS. It is not just the private entity make that payment. 
It is also the insurance value of the product that is being pur- 
chased by the individual, by Medicare, at that point. It is not just 
simply an administrative processing. 

For instance, a private fee-for-service plan offers in some cases, 
for instance, a known co-payment for a doctor’s visit. So a regular 
doctor’s visit will, say, cost $20, not 20 percent, or $10, or $5. So 
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the additional benefits may come in the certainty of cost-sharing, 
the same way many of us have that certainty in our own private 
insurance that we have rather than a percentage, which would now 
be the case for 

Mr. POMEROY. Although Medigap insurance has existed for dec- 
ades that covers the unknown of the other coverages. And people 
can choose that if they care to. But as a system, we are paying 17 
percent more to have the private insurance companies administer 
that benefit, and the rationale is, it is about choice. Is that basi- 
cally your position? 

Mr. WEEMS. Again, with respect I take issue with the “admin- 
ister the benefit.” They offer additional benefits also. But yes, it is 
about choice. It is about offering these type products in areas 
which, before, they were not able to be offered. 

Mr. POMEROY. I just take such issue with the administration’s 
assessment of priorities within the Medicare program, as reflected 
in their budget. I have got a whole page here of provider cuts, deep 
and painful provider cuts. The total in North Dakota would be dev- 
astating to the healthcare delivery system sustained across our 
rural reaches. 

You close a rural hospital, you have taken away choice. You drive 
physicians out of accepting Medicare because they are reimbursed 
so far below costs they just don’t want to do that any more, and 
we are really believing we are about on the edge on that with some 
of our providers, you remove choice. 

So in my opinion, you really take a meat axe to provider pay- 
ments. I agree with my colleague Mike Thompson when he says 
there wouldn’t be any support for this on either side of the aisle 
because of the fear of that. 

But on the other hand, you don’t take anything out of the over- 
payment to insurance companies that you acknowledge runs 12 to 
17 percent. GAO tells us in one year we spent $7 billion just to the 
insurers. If Medicare administers the benefit, we are $7 billion bet- 
ter off in one year, $35 billion over five at that rate. And the five- 
year figure actually is going to be much larger than that because 
of the marketing growth of Medicare plans. 

Mr. WEEMS. Absolutely. 

Mr. POMEROY. And I want to focus on that growth in my final 
comments. We have been exchanging correspondence trying to get 
a handle on the consumer protection capability within CMS. You 
are aware, of course, that this choice that you defend includes in- 
surance agents making cold calls on the homes of senior citizens. 
Is that correct? 

Mr. WEEMS. Yes. 

Mr. POMEROY. There are not too many people I represent that 
choose to have that kind of visit. They would just as soon choose 
not to have that kind of visit. 

Mr. WEEMS. Congressman 

Mr. POMEROY. But what worries me most about it is you don’t 
have much ability to oversee it, and you keep State regulators out 
of the picture. 

Do you see a resolution there? How are we going to get more con- 
sumer protection for the people that are getting the cold calls from 
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the insurance companies paid 17 percent more for what they are 
doing than what Medicare does? 

Mr. WEEMS. Thank you, and this is an important issue. No ben- 
eficiary should be deceived into accepting one of these products. 
And CMS has taken a number of steps, and have a number of steps 
underway, to prevent this. 

Eirst of all, beginning in September, we built a rather substan- 
tial surveillance system. And as you may know and others may 
know, we spend a lot of time and effort doing secret shopping and 
actually sitting in the marketing campaigns. I sat in on them in 
rural areas and in urban areas with a baseball cap on. They didn’t 
know who I was. And immediately after those marketing cam- 
paigns, if there was a violation, we fed that right back to the plan. 
In some cases sanctioned them. And we saw a steady reduction in 
the amount of complaints. 

We are not done yet. We have some additional actions that we 
are going to take in the very near future that deal with exactly the 
same kinds of things that you are concerned about: how an insur- 
ance company makes contact with a beneficiary, what their com- 
mission structure looks like, and then also clarifying some of our 
civil and monetary penalties. 

Mr. POMEROY. I will just say — ^because I know my time is up — 
I mean, I used to do this for a living. I was an insurance commis- 
sioner. I wrote the Medicare standards that are now in place 
through the States as we enforce Medigap sales. 

To me, what you are describing is very kind of happenstance. It 
is not a comprehensive regulatory system. The protections that you 
just described are available in State insurance departments and in 
State law, and I believe this administration ought to advance — I 
mean, for one thing, we try to get you more resources, the Presi- 
dent vetoes the bill. 

So you don’t have enough resources internally. I believe you need 
to work with State insurance departments. And I would like to see 
more from CMS in terms of working arrangements there. 

My time is expired, Mr. Chairman. Thank you. 

Chairman STARK. Thank you. 

Mr. CAMP. Thank you, Mr. Chairman. I have heard of being in 
the minority before, but this is 

Chairman STARK. Kind of a lonely day. [Laughter.] 

Mr. CAMP. So thank you. Mr. Weems, I just wanted to say that 
I have heard some reports about some of the unacceptable behavior 
by agents and brokers who are selling some types of Medicare Ad- 
vantage plans, and I think there is bipartisan agreement these ac- 
tivities need to be stopped. 

What are you and CMS doing or going to do to stop this and pro- 
tect beneficiaries from these kinds of individuals and plans? 

Mr. WEEMS. Well, beginning in September, as I said, we built 
a rather substantial surveillance system, which included not only 
the secret shopper program but also a system of calling bene- 
ficiaries. Did you know you signed up for a plan? Do you know ex- 
actly what you signed up for? To ensure the beneficiaries under- 
stand the choices that they are making. 

We also made it very, very clear to insurance companies that we 
are not going to tolerate this kind of abuse. In fact, one company. 
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we suspended. We had them suspend enrollment and marketing for 
the entire period of enrollment and marketing because there were 
systematic errors in the way that they were marketing the product, 
and it was completely unacceptable. 

And there are still additional steps that we are going to take in 
the areas of the way that the commission structure works — bene- 
ficiaries should not be churned year to year; in the way that the 
insurance companies come into contact with the beneficiary; and 
then lastly, clarifying our own ability to level civil and monetary 
penalties. 

Mr. CAMP. Also, if you could comment. Thank you for that an- 
swer. By purchasing a Medicare Advantage plan with a cap on 
cost-sharing, can beneficiaries protect themselves against cata- 
strophic costs? And isn’t that what insurance is about, is protecting 
yourself against something that you think might happen but may 
not necessarily happen? 

Mr. WEEMS. Absolutely. And in fact, that is what this chart 
demonstrates, is that beneficiaries can make choices about where 
they would like to protect themselves. Even at the very, very long 
stays that we have on here, you ask yourself, well, what is the 
probability of that? What would cause that? 

Well, our experts say that yes, there are some of those very long 
stays, and the things that cause them are substantial 
comorbidities. You are a very, very ill individual. But even being 
very, very ill, using a Medicare Advantage program, you can pro- 
tect yourself from some very substantial out-of-pocket costs. 

Mr. CAMP. Well, and I think nearly half of Medicare Advantage 
beneficiaries are in plans that cap their out-of-pocket costs. And is 
that something that is available in traditional Medicare, the ability 
to cap catastrophic healthcare costs? 

Mr. WEEMS. No. No, it is not available in traditional Medicare. 

Mr. CAMP. All right. Thank you. Thank you very much for your 
indulgence, Mr. Chairman. I appreciate it. 

Chairman STARK. Mr. Kind, would you like to inquire? 

Mr. KIND. Thank you, Mr. Chairman. And I want to thank the 
witnesses for your testimony today. 

This is just an incredibly important issue back home. And Mr. 
Weems, I know you cited La Crosse, Wisconsin, which is in the 
heart of my congressional district in western Wisconsin, to make 
a point on 

Mr. WEEMS. A lovely city. 

Mr. KIND. Right. I agree — to make a point on some of the re- 
gional differences in payments. And you compared it with Dade 
County, Elorida. 

But when you talk to the providers in western Wisconsin, they 
are always extremely frustrated that they are receiving, in their 
view, a lower reimbursement rate. And part of that is based on the 
efficiency and lower utilization that is taking place there. Yet study 
after study after study shows high quality of outcomes in the care 
that seniors are receiving under traditional fee-for-service. 

And so I am not quite sure the regional differentiation that you 
are making in your testimony really applies all that well. It seems 
to be you are saying, listen. You got to look at the regional price 
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differences in order to explain the overpayments for MA plans 
today, and you use La Crosse as an example. 

And in order to entice private plans to come into that area, in 
essence you have to bribe them above what the fee-for-service pro- 
viders are getting in reimbursements. And I am not sure that is 
a real accurate apple-to-apple comparison to make under the cir- 
cumstances. 

My question is, and maybe Mr. Cosgrove, since you are the one 
releasing the study today, is what has been frustrating with the 
MA plans is the lack of hard data that we have access to. Is there 
any way that you can get your hands on quality of outcomes or per- 
formance base with what the MA plans are providing with seniors 
today? 

*Mr. COSGROVE. There is relatively little information available 
on that. Certainly, under Medicare Advantage, plans do have to 
submit some things. And I think Mr. Weems mentioned it in his 
testimony in terms of satisfaction surveys and a health outcome 
survey to cover Part C of beneficiaries. Those surveys tend to meas- 
ure very narrow things and not basic quality. 

Mr. MND. What about utilization data? Can we get any informa- 
tion at all from the myriad of MA plans out there on what utiliza- 
tion is taking place? 

Mr. COSGROVE. I am sure MA plans have it. As you know, the 
plans that serve rural areas tend to be the private fee-for-service 
plans. These plans pay claims just like the traditional program 
does, and so they certainly would have the data. They just don’t 
have to submit any of that. 

Mr. KIND. And that is the rub, isn’t it? I mean, that is really 
the crux of the problem here, is that they don’t submit it. And yet 
CMS — and I think, Mr. Weems, you are saying in your testimony 
that in 2008, MA plans will offer, on average, over $1100 in addi- 
tional annual value to seniors that they cannot get under fee-for- 
service in the form of cost savings and added benefits. 

Mr. WEEMS. Correct. 

Mr. KIND. But if we can’t get utilization data, if we don’t know 
what type of services are being provided, how can you define value? 
How can you make that claim that there is $1100 of additional 
value if we are not getting the basic data that we need in order 
to calculate the costs? 

Mr. WEEMS. Well, Congressman, we are not completely blind to 
the utilization. It is in the bid tools. We do audit plans. We do have 
some sense of this. Nonetheless, I made a commitment today to the 
chairman to provide utilization information on the extra benefits, 
and to do that in an expedited way. And we will have a discussion 
about the facts. 

Mr. KIND. That would be helpful. But I was astounded to hear 
your response to Mr. Thompson’s earlier question when he was 
asking, what is CMS basing their defense and justification of these 
MA plans if you are going to choose to ignore GAO information, 
choose to ignore CBO information, choose to ignore MedPAC infor- 
mation, and your response was, well, it is all about choice. 

That is a philosophy, but it is not based on hard data. And that 
is really what I think we are scrabbling to get our hands on right 
now, is these reporting requirements that should be in place so we 
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can go into these plans and find out what is being offered. What 
are the true cost savings, if any, to the customers? What is the 
value that they are receiving? The utilization that is taking place? 
And ultimately, I believe that we have got to move to an outcomes- 
based type of reimbursement system as quickly as possible so we 
are rewarding the outcomes, the quality of services being provided, 
and also the efficiency in which it is being provided. 

And we are not getting that from the MA plans. Choice is great 
in a theoretical world. But when you have got a 70-year-old senior 
having to compare over 70 different plans in the State of Wisconsin 
that are continually shifting on them, whether it is copays or pre- 
miums, they are not the ones wrapping their arms about this whole 
choice philosophy. It is incredibly complicated. They are subject to 
marketing tactics that are unfair and it is taking advantage to 
them. And we need to tighten this up. 

And it is also astounding to me that we have an administration 
willing to take a whack in their proposed budget with the providers 
across the country, and they don’t look for one dollar of savings 
with these MA plans in the budget that was just sent up. 

And Mr. Camp, I congratulate you for at least sitting here during 
this hearing. Where is the rest of the dais on your side? We are 
having, I think, a very important hearing on the state of MA plans, 
and yet there is no one on the Republican side other than yourself 
showing up to question the validity of it and whether the taxpayers 
are getting our dollars’ worth through these plans. 

And yet over $170 billion of proposed cuts with healthcare pro- 
viders — well, and I know he is campaigning hard 

Chairman STARK. One of them is running for the Senate in Wis- 
consin. You had better watch your step. 

Mr. KIND. That is right. That is right. But I am only reflecting 
the frustration that I am hearing back home from the providers, 
from the seniors, those who are in the plans right now, and for us 
as policy-makers. And we are trying to make some policy deter- 
minations, and we lack the hard data that I think is necessary. So 
hopefully, with CMS’s cooperation, we are going to be able to do a 
better job in the future. 

Thank you, Mr. Chair. 

Chairman STARK. I would like to recognize Mr. Emanuel. And 
if I could get our witnesses, we will have a couple of votes at about 
11:15, and we will come back after those votes and allow the other 
members to inquire, if I can impose — presume on the witnesses to 
stick around for a few minutes while we vote. 

Mr. Emanuel? 

Mr. EMANUEL. I will try to be quick so maybe one of our other 
colleagues can get in before the votes are called. 

I didn’t expect you guys or anybody in the audience to see this, 
but the other day we had a debate among four Democrats and four 
Republicans over at George Washington University. And the con- 
gressman, Mr. Chairman, that you referred to from Wisconsin did 
acknowledge at the debate that he would take seriously and look — 
I think I am quoting him accurately; Paul said this, in fact — that 
he would look seriously at taking — that we shouldn’t be 125 per- 
cent of fee-for-service as long as it didn’t go into expanding cov- 
erage but dealt with the short fan of Medicare. 
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And when you get out of here and get out of posturing, he was 
honest about, you shouldn’t he paying 120 percent. I mean, there 
is a reason this is called Medicare Advantage. It is a real advan- 
tage for the HMOs. There is just no doubt about it. 

And this is a ideology trumping good judgment. Everybody al- 
ways tells us government should do what business does. So here 
you got a case where you could save on money, but we are sup- 
posed to pay 120 percent. And I happen to have been there in the 
1990s in the White House when the HMOs said they could deliver 
it for 95 percent of fee-for-service because they could do a better 
job of managing costs. So we are getting the same service now for 
120 percent of fee-for-service. 

There were some mistakes made in the 1990s, no doubt. But the 
notion that we are going to try to figure out how to deal with the 
trust fund, but something everybody independent analyzed says 
that could save $50 billion over five years, $150 billion over ten 
years, that is off the table, you are never going to get an honest 
discussion of everybody some skin in the game and putting some- 
thing on the table. 

You cannot have a serious discussion about Medicare’s trust fund 
if the elephant in the room is not going to be discussed. And it is 
not the only elephant; we have got to look honestly at how we pay 
fee-for-service, whether there should be more flexibility. Some of 
the things the administration is pointing to are worth looking at. 
They are not going to be wholesale thrown out. 

But the notion that this big item that you are overpaying for 
can’t be looked at on the start gate means that you are never going 
to have a serious discussion and it is just going to be political. And 
at some point, ideology cannot trump good judgment. It just can’t. 

And if you did it all on HMO, Peter Orszag and others have ac- 
knowledged it would add three years to the trust fund. Three 
years. That is something that has to carry the whole burden here. 
But the notion that you would start off by saying, this can’t be part 
of any solution, is ridiculous. It doesn’t hold up. And people know 
it. 

And that means every other good recommendation from the ad- 
ministration won’t be considered. You have tainted it because you 
basically have said ideology and politics and partisanship trump 
getting a good judgment and a good result. And that is unfortunate 
for all the other good decisions you have made in some of the rec- 
ommendations because they won’t get a fair hearing. You have hurt 
yourself that way. 

Second is, as Orszag testified in this committee the other day, we 
don’t know what is in these plans and whether we are getting our 
money’s worth. It is just like a blank check, something my kids 
would like to have. We wouldn’t do that. 

And you can’t keep treating taxpayers as dumb money. You can’t 
ask them to pay 120 percent for what you can get for 100 percent. 
You know, I spent a short time on Wall Street, and when people 
would make investments like that, you would call them dumb 
money. 

So my recommendation is: Let’s everybody put their cards on the 
table. There are good recommendations in the administration’s pro- 
posal that are worth looking at. But if you start off by saying, we 
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won’t look at this and that is an absolute, that means every other 
judgment you have made won’t get a fair hearing, and you have 
hurt the cause of trying to look at what does it take to deal with 
the Medicare trust fund insolvency. 

Thank you, Mr. Chairman. I hope I have left some time for my 
colleagues. 

Chairman STARK. Ms. Schwartz, would you like to inquire? 

Ms. SCHWARTZ. Yes. Thank you, Mr. Chairman. I really appre- 
ciate your courtesy in allowing me to ask a question or two. 

And I appreciate following up on my colleagues. I think they 
have made it very clear, and I agree with them, that we are tax- 
payers, and actually 80 percent of beneficiaries under Medicare are 
paying more in order to give 20 percent of Medicare beneficiaries 
choice. You made that very clear. 

The issue is we don’t really know that they are getting more 
services. You can’t tell us that. You can’t really tell us whether 
they are actually having any improved outcomes. We have no idea. 
You are going to try and get us that data; that would be useful. 

But the point was made that maybe — and Mr. Camp said this — 
that maybe we really haven’t looked at real people here, that 
maybe real people are getting benefits and we just don’t know it, 
but they are getting some additional benefits. They are happier be- 
cause they have choice. I think when we talk about healthcare, we 
ought to make sure that they are healthier also. 

But I want to talk about a particular experience in southeastern 
Pennsylvania in my district. One of the things that we have seen 
in the last year is really an incredible growth in the Medicare Ad- 
vantage Private fee-for-service. That has been the strongest grow- 
ing effort. I know the discussion was it was supposed to really be 
in rural areas; I don’t represent a rural area. It is an urban/subur- 
ban area. We have seen an increase of — we went, actually, from in 
Pennsylvania totally, 24,000 in just the fee-for-service plan to al- 
most 50,000 people in the last year. In my own district, we have 
gone from 1,000 to almost 4,000 beneficiaries. 

Now, if you can say that they are actually getting more services, 
they are healthier, maybe we would be able to feel better about 
this. But what I want to tell you is that three of the major hospital 
systems in the Philadelphia area have decided to no longer accept 
the Medicare Advantage fee-for-service patients. Theoretically ex- 
panding choice; in fact, as is pointed out, we are seeing a denial 
of fewer hospitals taking it. These are not just hospitals here; they 
are really these health systems. 

And they say the reasons that they are doing that are manyfold. 
But one of the principal reasons is that the beneficiaries and the 
providers do not know, when they refer to physicians, whether in 
fact those physicians will be covered. So there is greater — they 
don’t know. They have no way of getting that information. The 
beneficiaries don’t. The hospitals don’t. So they make referrals, and 
they have no idea whether this is going to be an appropriate refer- 
ral or not. They may show up at that physician’s office, get the 
services, and have to pay 100 percent out of pocket. 

So I ask this question because we are paying 20 percent more on 
average for these patients. 

Mr. WEEMS. No. 
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Ms. SCHWARTZ. Well, I can tell you, in Pennsylvania the pri- 
vate fee-for-service plan in my district are paid, on average, 18 per- 
cent more than it costs to provide actually the same services to 
Medicare beneficiaries. That is the numbers we have. This is in 
southeastern Pennsylvania in my district. So we are paying 18 per- 
cent more, and people are going to see less care. They are seeing 
it already. And they are actually not getting the information to be 
able to make choices, and nor are their providers. 

So this seems to me not just a bad idea but a disaster. So how 
do you defend that? How can you justify that as either good public 
policy or good healthcare, good outcomes, or anything that is posi- 
tive? And some way we are going to fix this. 

Mr. WEEMS. Thank you for the question. The first thing is, we 
know that — I would have to look at the private fee-for-service pro- 
grams in your area. But for the most part, many provide protection 
against very high out-of-pocket costs. That is a protection that peo- 
ple get as a matter of insurance. 

Now, it is true that providers don’t have to accept private fee-for- 
service. And if it turns out that providers in that area aren’t doing 
that, then people are going to leave those programs and go into 
products that are going to be much better for them. The plans have 
considerable outreach into the community. 

Ms. SCHWARTZ. So how quickly can they make that change? 
Not quickly. Next year. 

Mr. WEEMS. Next year. 

Ms. SCHWARTZ. Right. So for a year, they may actually have 
no access to care. 

Mr. WEEMS. Not no access to care. They may 

Ms. SCHWARTZ. Or possibly, if the hospital and the providers 
are not accepting it. They are stuck in a plan that has higher costs 
and no access to care. But they have choice. 

Mr. WEEMS. I wouldn’t suggest that it is even higher cost. They 
may be in a plan that has lower costs, and they 

Ms. SCHWARTZ. But it is theoretically possible they are in a 
higher cost? 

Mr. WEEMS. Many things are theoretically 

Ms. SCHWARTZ. If they need more outpatient, for example, 
than hospital care, it could be higher cost for them during that 
year. And they could not change for a year. 

Mr. WEEMS. Depending on which plan they chose. That is the 
nature of insurance, yes. 

Ms. SCHWARTZ. Well, it is a very different ideology to say that 
we are moving this to a private insurance model rather than one 
where we are looking at for seniors, and we have said to seniors 
under Medicare, that we are going to help ensure that they have 
access to healthcare. 

We would like it to be quality healthcare. We would like it to be 
cost-efficient. Right? And we think the taxpayers shouldn’t have to 
pay more for less. But you are saying as long as they have choices, 
if they have made a bad choice, too bad. This is an insurance 
model. 

Mr. WEEMS. Well, in many cases, the regular Medicare program 
may not be their best choice. 

Ms. SCHWARTZ. It may not be. But the 
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Mr. WEEMS. In which case it is just too bad there, too. 

Ms. SCHWARTZ. Well let me add, and I will give back to the 
Chairman, but the idea here is not to say — I don’t think any of us 
are saying, let’s limit this to one option. We have never said that. 
We have t^alked about 11 Medigap plans. We have talked about the 
fact that even under Medicare Advantage, if we were paying the 
same and getting more benefits and people are getting better out- 
comes, it may even be worth paying more, although I think there 
is a lack of justification for why just some people should get that 
and not all. 

But we are not talking about an either/or here. We are talking 
about better oversight. Accountability. Right? Knowing what we 
are doing. Making sure we are getting what we should for our tax- 
payer dollars. And that Medicare recipients are not actually dis- 
advantaged by this rather than advantaged. 

So it is simply not good enough to say, wait a minute. If we ask 
hard questions, you are going to say, well, then, we won’t do any 
of it? That is not an acceptable answer. 

Mr. WEEMS. If you are talking about reducing the payments, 
you are talking about an either/or situation in many parts of this 
country. 

Chairman STARK. I want to try, if the gentlelady will yield, to 
let Dr. McDermott inquire 

Ms. SCHWARTZ. Thank you, Mr. Chairman, and thank you for 
your indulgence. 

Chairman Stark. — before the votes ring down. Dr. McDermott? 

Dr. MCDERMOTT. Thank you, Mr. Chairman. I appreciate your 
taking the time. And I just have a couple of questions. 

My understanding from your report is that Medicare Advantage 
has a loss ratio of an average of 87 percent. Is that correct? 

Mr. COSGROVE. That is correct, yes. 

Dr. MCDERMOTT. And on the other hand. Medicare has a loss 
ratio of 98 percent. That is, 2 percent is going for administration, 
98 percent going for benefits. 

Mr. COSGROVE. According to the trustees, yes. 

Dr. MCDERMOTT. According to the trustees. Do you trust the 

■I’r’n f 

Mr. COSGROVE. Absolutely. 

Dr. MCDERMOTT. So where does this 11 percent go, or where 
does it come from, or how does it occur? I mean, we are paying in- 
surance companies, and they are giving less care. They are taking 
11 percent somewhere. Where does it go? 

Mr. COSGROVE. Well, plans obviously have expenses that the 
traditional program doesn’t have. Marketing expense 

Dr. MCDERMOTT. Like what? I mean, what is the benefit to the 
patient for those costs? 

Mr. COSGROVE. Well, marketing expenses would be — ^but that 
is not a benefit to the patient. 

Dr. MCDERMOTT. Well, you know, my mother is now dead. But 
I used to get about one a month of an advertising campaign for 
somebody, which I don’t think did much for a 96-year-old woman. 
I really think — the thing that really puzzles me is that a third of 
those plans, as I understand it, have loss ratios less than 85 per- 
cent. 
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Mr. COSGROVE. That is correct. 

Dr. MCDERMOTT. Can you give us the names of those? 

Mr. COSGROVE. In discussions with CMS, CMS obviously con- 
siders these data proprietary and very sensitive. So no, what 
we 

Dr. MCDERMOTT. This is taxpayer money. What do you mean, 
proprietary? You mean the Congress can’t know who is ripping old 
people off? We can’t look at the data? Is that what you are telling 
us? 

Mr. COSGROVE. Mr. Weems has the data, and it would be up 
to him to share it. 

Dr. MCDERMOTT. It is up to CMS to give it to us. Is that right? 

Mr. COSGROVE. They are the owners of the data. They shared 
it with GAO, and they gave it to us with some restrictions as to 
how we could report it. 

Dr. MCDERMOTT. And on what basis, then, Mr. Weems, do 
you — how do you hold this data back? 

Mr. WEEMS. These data are proprietary and may affect the com- 
petitive nature of the firms. 

Chairman STARK. Is there any reason we couldn’t see them in 
camera? 

Mr. WEEMS. I believe we could make it available under those 
circumstances, sir. 

Dr. MCDERMOTT. You believe we could. Is that a yes or a no? 

Chairman STARK. It probably is a yes. 

Mr. WEEMS. Yes. The answer is yes. 

Dr. MCDERMOTT. So we got an actual yes out of you. 

Chairman STARK. But you can’t talk about it, now. 

Dr. MCDERMOTT. Well, it is secret. That is right. Then we 
would be liable for suit. Is that right, if we talked about the data? 

Mr. WEEMS. I am not an attorney. I couldn’t say. 

Dr. MCDERMOTT. See, the problem here is 

Chairman STARK. If you gave it to the New York Times, maybe 
you would. 

Dr. MCDERMOTT. I know some guys at the New York Times. 
The fact is that we are — I admit I am a single payer advocate. I 
believe that a single payor system like Medicare is the way to go. 
And you are not giving me any reason — Mr. Kind asked on the 
basis of outcomes, which is what healthcare is supposed to be 
about. If you have healthcare, you are supposed to live longer than 
people who don’t have outcomes. 

So we have this Medicare Advantage. We pay them all this extra 
money. They should be getting better outcomes. But you have no 
data to prove that. All you have is 11 percent that is going into 
marketing and profits for insurance companies, I guess. I don’t 
know where else it is going. 

Mr. WEEMS. Congressman, through HEDIS data we do have 
outcome data, data that we don’t have for the fee-for-service side. 

Dr. MCDERMOTT. And can you share that data with us? 

Mr. WEEMS. Of course we can. Absolutely. 

Dr. MCDERMOTT. That is not proprietary? 

Mr. WEEMS. No. 

Dr. MCDERMOTT. I think the committee ought to be provided, 
Mr. Chairman, with that information so that we can actually look 
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at the proof that the Medicare Advantage program does any good 
for the heart of senior citizens because that is what this is really 
all about. It is not about choice and it is not — my mother didn’t 
want choice at 97. She just wanted to know she could call up the 
doctor and go see him when she was sick. 

Chairman STARK. Would the gentleman yield? 

Dr. MCDERMOTT. Yes. 

Chairman STARK. If you leave out dollars, copays, I don’t 
think — and I would ask Mr. Weems — I don’t think there is a plan 
in the country that has more choice of physicians and hospitals 
than Medicare. How many hospitals do you know that aren’t in 
Medicare? 

Mr. WEEMS. Very few. 

Chairman STARK. How many doctors are not in Medicare? Not 
many. So, I mean, when you talk choice 

Mr. WEEMS. Well, that is one kind of choice, yes. 

Chairman STARK. Yes, it is. But it is 

Dr. MCDERMOTT. It is the only choice that matters, Mr. Chair- 
man. 

Mr. WEEMS. Now, catastrophic costs matter, too. 

Chairman STARK. Now, they may be limited by cost. That is a 
question, certainly. But on the other hand, some of the plans limit 
them by not recognizing the doctor — not having the doctor in the 
plan. 

So in defending the plan that Mr. Weems runs so well called 
Medicare 

Dr. MCDERMOTT. Yes. We like that one. 

Chairman Stark. — I would like to point out that he offers, what, 
80 percent of us Medicare beneficiaries broad choice. 

Mr. WEEMS. Well, we offer it to 100 percent. 

Chairman STARK. Thank you very much for 

Mr. WEEMS. We offer it to 100 percent. Eighty percent take us 
up on the offer, sir. 

Dr. MCDERMOTT. Both Mr. Stark and I are taking you up on 
it, and we enjoy it. 

Chairman STARK. I want to thank — ^you can stay here after the 
vote ends. Doctor. But I am going to thank Mr. Cosgrove and Mr. 
Weems for their patience, their indulgence, their forthcoming testi- 
mony. We will have you back. I want to discuss this some more. 
And we will excuse you gentlemen, and thank you very much. 

We will recess for approximately 15 minutes until we finish these 
votes. And if the second panel wants to come on up to the witness 
table or get a cup of coffee, we will be back and continue the hear- 
ing. Thank you. 

[Recess.] 

Chairman STARK. The committee will resume, and with apolo- 
gies to the panel, who waited so patiently while Mr. Camp and I 
named three post offices after deserving citizens. And we can get 
back now to the important matters at hand. 

We are privileged to have with us Dr. Byron Thames, who is a 
member of the board of directors of the AARP from Orlando, Flor- 
ida; Mr. Mattes — do I pronounce that 

Mr. MATTES. Mattes. 
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Chairman STARK. Mr. James Mattes, who is president and CEO 
of the Grande Rhode or Rhode 

Mr. MATTES. Grande Ronde. 

Chairman Stark. — Grande Ronde Hospital of La Grande, Oregon; 
Mr. David Lipschutz, who is interim president and CEO of the 
California Health Advocates in Los Angeles; and Dr. Daniel C. 
Lyons who is senior vice president, government programs, of the 
Independence Blue Cross in Philadelphia, Pennsylvania. 

I will ask you gentlemen if you would like to proceed in the order 
that I recognized you. And without objection, all of your prepared 
testimony will appear in the record. And if you would like to ex- 
pand on it or enlighten us in any way, and then we can further 
get information during our inquiry. 

Dr. Thames? 

STATEMENT OF BYRON THAMES, M.D., MEMBER, BOARD OF DI- 
RECTORS, AMERICAN ASSOCIATION OF RETIRED PERSONS, 

ORLANDO, FLORIDA 

Dr. THAMES. Thank you, Mr. Chairman, members of the com- 
mittee. I am Byron Thames, a physician member of the board of 
directors of AARP. We thank you for the opportunity to present 
AARP’s views on the Medicare Advantage program. 

Let me begin by reaffirming a core principle. AARP is committed 
to the Medicare program. It is a vital component of financial retire- 
ment security for older Americans and many with disabilities. 

I also want to reiterate our support for Medicare Advantage. We 
believe it is important for people on Medicare to have genuine 
choices of how they receive services. To this end, beginning this 
year, most of United Health Care’s coordinated care Medicare Ad- 
vantage plans will carry the AARP name. 

We emphatically believe choices must be genuine. Options should 
differ from one another and each offer high quality services. AARP 
believes that MA coordinated care plans hold the promise of im- 
proving the quality of care. 

We are less sanguine about the private fee-for-service option. We 
did not support its inclusion in Medicare because, one, these plans 
are not required to coordinate care for their enrollees or participate 
in quality improvement activities, two key requirements for other 
MA options. And two, these plans can set their own fee schedules 
and are not subject to Medicare’s important balanced billing rules. 

In addition, the marketing of these plans is fundamentally con- 
fusing to many beneficiaries. Just last week AARP was contacted 
by an anxious member. The hospital where her husband was sched- 
uled for surgery would not accept his coverage once they learned 
that he was enrolled in a private fee-for-service plan. 

This member didn’t realize that the plan she enrolled in was not 
a supplement to traditional Medicare. She believed that she would 
still be able to freely choose doctors and hospitals. The marketing 
materials did not make the difference between traditional Medicare 
and the private fee-for-service plan clear. 

There are numerous reports of fraudulent marketing where bene- 
ficiaries have received inaccurate or misleading information about 
private fee-for-service plans. AARP urges action that will put a 
stop to these practices once and for all. 
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We commend CMS for the steps it took last summer to curtail 
questionable tactics, but further steps are needed. My written 
statement includes specific recommendations intended to improve 
consumer protections in the Medicare Advantage market. 

AARP also believes that Medicare Advantage plans should coex- 
ist with the traditional program on an equal footing. Currently, 
payment rates are, on average, skewed in favor of MA plans. This 
does not make economic sense for the program or for the people in 
traditional Medicare, who pay higher premiums for benefits they do 
not enjoy. 

MedPAC reports that, on average, payments to private fee-for- 
service plans exceed payments in the traditional program by 17 
percent. We see no justification for the substantial excess pay- 
ments. 

Furthermore, because private fee-for-service plans are not re- 
quired to coordinate care or participate in quality improvement ac- 
tivities, we question what value these plans bring to Medicare. It 
is not unreasonable to expect coordinated care plans to operate effi- 
ciently. 

We know that many beneficiaries appreciate the extra benefits 
and most cost-sharing that some MA plans offer. But these advan- 
tages should derive from savings from high quality care, elimi- 
nating waste and needless care, and cost-effective plan operation, 
not from Medicare excess payments that favor only the 20 percent 
of beneficiaries who have elected MA enrollment. 

AARP strongly concurs with the MedPAC recommendation of 
payment neutrality for all Medicare coverage options. Payments 
can be reduced gradually, without undermining beneficiaries’ con- 
fidence in MA. 

In summary, it is fair and reasonable for Medicare Advantage 
plans to bring real value to Medicare by providing high quality, 
cost-effective, and efficient care. We look forward to working with 
you and your colleagues on both sides of the aisle on policies that 
improve the options offered to Medicare beneficiaries. Thank you, 
Mr. Chairman. 

[The statement of Byron Thames follows:] 

Statement of Byron Thames, M.D., Member, Board of 
Direetors, American Association of Retired Persons, 

Orlando, Florida 

Mr. Chairman and members of the Committee I am Byron Thames, a member of 
the AARP Board of Directors. AARP appreciates the opportunity to present our 
views on the Medicare Advantage program. 

Let me begin by reaffirming a core principle: AARP is committed to the Medicare 
program and believes it is essential that Congress continue to strengthen and im- 
prove Medicare for current and future beneficiaries. Medicare is a vital component 
of financial security for older Americans and many with disabilities, and we must 
ensure that the program continues to remain a viable and responsive part of retire- 
ment security for all Americans. 

I also want to reiterate our support for the Medicare Advantage program. We be- 
lieve that it is important for people on Medicare to have genuine choices when it 
comes to how they receive Medicare benefits. To this end, beginning this year most 
of UnitedHealthcare’s coordinated care Medicare Advantage plans will carry the 
AARP name. 

However, while we support a choice of coverage options, we emphatically believe 
that the choices must be genuine, that the options differ from one another and, most 
importantly, that each option offers high quality services. 
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AARP believes that MA options in Medicare have the potential to bring real value 
to the program. The coordinated care plans available through Medicare Advantage 
in the form of health maintenance organizations (HMOs) and preferred provider or- 
ganizations (PPOs) hold the promise of offering innovations in care delivery that can 
improve the quality of care as well generate savings. We know that many of our 
members enjoy the opportunity for care coordination available through integrated 
health plans, and we recognize that these types of plans can marshal resources to 
provide comprehensive care. 

Private Fee for Service Not a Good Option for Medicare 

We are less sanguine about the private fee-for-service (PFFS) option and did not 
support its inclusion as a Medicare coverage option. AARP does not support PFFS 
for several reasons. PFFS plans are not required to coordinate care for their enroll- 
ees or participate in quality improvement activities — two key requirements for other 
MA options. Further, PFFS plans can set their own fee schedules — not subject to 
Medicare’s important balance billing rules. And PFFS plans are not required to offer 
Part D prescription drug coverage. 

PFFS plans are also fundamentally confusing to beneficiaries. A PFFS plan ap- 
pears to resemble the traditional Medicare program because enrollees can theoreti- 
cally choose their providers. But this is not really the case. Enrollees cannot know 
in advance whether the doctors or hospitals they want to use will accept payment 
from a PFFS plan. Just last week, AARP was contacted by an anxious member who 
found that the teaching hospital where her husband was scheduled for surgery 
would not accept his coverage once they learned that he was enrolled in a PFFS 
plan. In talking to our member, it was quite clear that when she enrolled in her 
PFFS plan, she did not realize that this was not a supplement to traditional Medi- 
care as she had purchased in the past. She believed that she would still be able 
to freely choose doctors and hospitals. She was confused by the apparent similarity 
between PFFS and the traditional Medicare plan because the marketing materials 
upon which she relied did not make the difference clear. 

Unscrupulous Marketing Tactics Must Be Stopped 

There is abundant research, including studies that were commissioned by AARP’s 
Public Policy Institute, that demonstrate that Medicare beneficiaries do not have an 
adequate understanding of the differences among Medicare’s coverage options. A re- 
cent study by investigators at the Research Triangle Institute concluded that an in- 
creased number of plan choices complicate the health plan decision making process 
for beneficiaries. This often leaves some beneficiaries vulnerable to questionable 
marketing practices. Here again, PFFS plans are often a problem. State regulators 
and beneficiary advocates have reported numerous incidents of fraudulent mar- 
keting where beneficiaries have received inaccurate or misleading information about 
PFFS benefits and charges. Some of the marketing problems did occur in other MA 
plans as well. State regulators have expressed frustration that they are not able to 
pursue these incidents. AARP urges action that will put a stop to these practices 
once and for all. 

We commend CMS for the steps it took last summer in its effort to curtail ques- 
tionable tactics used to move beneficiaries into MA plans. But we think further 
steps are needed. In testimony before the Medicare Private Plans SubGroup of the 
National Association of Insurance Commissioners in September, 2007, AARP made 
several recommendations intended to improve consumer protections in the MA mar- 
ket. These include: 

• Outbound education and verification calls should be made to all new enrollees 
in Medicare private plans to ensure that beneficiaries understand plan rules. 
These rules should apply to PFFS as well as other MA options. 

• CMS should develop a mandatory national standardized Medicare training pro- 
gram for all agents who sell Medicare products. All such representatives should 
be required to pass a written test, based on standardized training, that dem- 
onstrates their thorough familiarity with Medicare and Medicare products (MA, 
PDP, Medigap) and how Medicare interacts with other coverage such as Med- 
icaid, retiree health, VA, etc. 

• NAIC should develop model regulations, setting standards for agent conduct, 
and defining prohibited activities with respect to the sales and marketing of MA 
plans. CMS and the States should adopt these regulations, which would allow 
both the State and Federal Governments to enforce them. The guidelines should 
include standard timelines for CMS and the States to render decisions. 

• CMS and/or NAIC should continue “secret shopper” programs to determine 
whether their rules are followed by agents and plans. 
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• CMS, together with the States and the NAIC, should create a national database 
to provide and share information about agents and brokers who have been sanc- 
tioned or terminated by a health plan and for use in screening agents. 

• The financial incentives or commissions that individual brokers receive based 
on the type of product they sell (e.g., MA, PDF, etc) should be publicly disclosed 
on the CMS website and presented to a beneficiary before enrollment. A bene- 
ficiary should have the right to know if an agent has a financial incentive to 
recommend one product over another. 

• The same marketing and enrollment requirements should apply to all MA 
plans. PFFS should not have an unfair advantage in the marketplace, such as 
the extended open enrollment period that they now enjoy. 

• Special consideration should be given to the marketing of PFFS plans to dual 
eligibles. There have been widespread reports of dual eligibles who did not un- 
derstand the consequences of their decision to join a PFFS plan and have lost 
important Medicaid benefits. Because of the special enrollment rules for dual 
eligibles (i.e., they can enroll on a monthly basis), they have been targets of 
abuse. 

• CMS and the States should vigorously enforce guaranteed issue protections that 
apply when agents misrepresent MA plans. Consumers who disenroll from an 
MA plan who wish to enroll in traditional Medicare within a certain period of 
time should have the opportunity to purchase Medigap. If someone had a 
Medigap policy other than one of the guarantee issue plans, he/she should be 
allowed to return to it with no break in coverage, and retroactively pay pre- 
miums for the elapsed period. 

Improvements Needed In Medicare’s Payment of MA Plans 

As noted earlier, AARP supports MA plans in the Medicare program. But we 
think they should co-exist with the traditional program on an equal footing. Cur- 
rently, payment rates are, on average, skewed in favor of MA plans. This does not 
make economic sense for the Medicare program, nor is it fair to people on Medicare 
who opt for coverage in the traditional plan. The payment discrepancy between tra- 
ditional Medicare and PFFS plans is particularly troublesome. The Medicare Pay- 
ment Advisory Commission (MedPAC) reports that, on average, payments to PFFS 
plans exceed those Medicare makes on behalf of beneficiaries in the traditional pro- 
gram by 17 percent. The Commission cites two reasons: first, insurers offering PFFS 
plans tend to operate where payment rates are especially favorable, notably subur- 
ban and rural areas; and second, because their bids are relatively high, signaling 
more costly operations than those of HMOs, for example. In light of the fact that 
PFFS plans are not required to coordinate care for their enrollees and are not re- 
quired to participate in quality improvement activities, such as reporting HEDIS 
quality data, we question what value these plans provide to Medicare. Furthermore, 
we see no justification for the substantial excess payments. 

HMOs were first introduced to Medicare because it was widely assumed from the 
experience of pre-paid group practice plans like Kaiser, Group Health Cooperative 
of Puget Sound, and others that by receiving a capitated payment, plans could over- 
see and manage care and operate efficiently. In fact, in the early days of the pro- 
gram, it was expected that private health plans would be able to operate with at 
least 5 percent less in payment than traditional Medicare. AARP believes that it is 
still not unreasonable to expect coordinated care plans to operate efficiently and cost 
effectively. We know that many beneficiaries appreciate some extra benefits and 
modest cost-sharing that many MA plans offer. But we believe that these advan- 
tages should derive from savings that accrue from high quality care, eliminating 
waste and needless care, and cost effective plan operation — not from Medicare ex- 
cess payments that favor only the 20 percent of beneficiaries who have elected MA 
enrollment. 

As a policy matter, AARP strongly concurs with the MedPAC recommendation of 
payment neutrality for all Medicare coverage options. To rectify the situation excess 
payments can be reduced gradually without undermining beneficiaries’ confidence in 
MA, and without causing plans to precipitously withdraw from Medicare or dis- 
locating or inconveniencing beneficiaries. 

In summary, AARP continues to support plan choices that include MA plans. 
However, we are convinced that it is fair and reasonable for these plans — particu- 
larly PFFS plans — to demonstrate that they bring real value to Medicare by dem- 
onstrating measurable advantages in the form of high quality and cost-effective and 
efficient care. We look forward to working with you and your colleagues on both 
sides of the aisle on policies that improve the options offered to Medicare bene- 
ficiaries. 
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Chairman STARK. Thank you, Doctor. 

Mr. Mattes? 

STATEMENT OF JAMES A. MATTES, PRESIDENT AND CEO, 
GRANDE RONDE HOSPITAL, LA GRANDE, OREGON 

Mr. MATTES. Good morning, Mr. Chairman and members of the 
subcommittee. Thank you for inviting me here today to tell the 
story of our hospital’s experience with Medicare Advantage plans. 

Grande Ronde Hospital is a community-owned, not-for-profit, 25- 
bed critical access hospital. We are located in the beautiful Blue 
Mountains of northeast Oregon in remote, rural, and isolated 
Union County. 

The closest tertiary facilities are located over mountain passes in 
Boise, Idaho, 177 miles to the east, and Portland, Oregon, 259 
miles to the west. The three closest hospitals are an hour or more 
away, providing the weather is good. Travel during the winter 
months is treacherous, and a normal winter storm can shut down 
the highways for hours. 

My priority first concern is for the people we care for in our hos- 
pital. A large number of seniors who have enrolled in Medicare Ad- 
vantage plans, about one-quarter by our count, do not realize they 
have opted out of traditional Medicare. The senior citizens and pro- 
viders of Union County are overwhelmed with 21 Medicare Advan- 
tage plans. We routinely counsel and assist confused and frustrated 
beneficiaries, many of whom thought they were signing up for a 
Medicare supplement, drug benefits, or some other supplemental 
coverage. 

Our experience with beneficiaries also shows that Medicare Ad- 
vantage plans are unresponsive when it comes to resolving prob- 
lems or answering routine questions about coverage. Poor customer 
service by multiple plans leaves my staff picking up the slack in 
helping seniors to resolve claim and coverage issues. This means 
my hospital is effectively helping foot the bill for these plans, while 
at the same time they are being paid more than traditional fee-for- 
service Medicare. 

Also, some senior citizens end up subsidizing Medicare Advan- 
tage plans. Several of our sickest and poorest patients, who require 
frequent care, end up paying more out of their own pockets because 
of daily hospital and home health co-payments. You can imagine 
how upset a patient can be when on top of the trauma and anxiety 
that an illness or injury can cause, they must pay more out of pock- 
et than they had anticipated. 

The consumer advisory unit of the Oregon Insurance Division re- 
cently issued a consumer alert advising seniors that some unscru- 
pulous insurance agents are preying on seniors by using misleading 
tactics. Many of the abuses are occurring in the marketing and 
selling of Medicare Advantage plans. 

One example of such abuse in Union County is a churning of 
Medicare plans sold to seniors. Observations on the part of my bill- 
ing staff suggest that the majority of Medicare Advantage enrollees 
are sold a new plan every year. 
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Beneficiaries also are swept into problems created by Medicare 
Advantage plans. These plans have unusually high error rates, 
which delay the payment of claims and frustrate beneficiaries and 
providers. 

In a recent routine compliance audit, our facility randomly sam- 
pled Medicare Advantage payments and found the insurance car- 
rier payment error rate exceeded 38 percent. Our hospital staff 
must review every claim for accuracy, and often must spend weeks 
or even months making phone calls and writing letters to straight- 
en out a patient’s account. 

When they do finally decide to pay a claim, they do not pay us 
electronically even though the claim was made electronically. Com- 
pared to traditional Medicare, it takes roughly three times as long 
to receive payment, which compromises provider cash flow. 

Mr. Chairman, I want to take a step back for a minute and look 
at the impact of Medicare Advantage on providers, and then I will 
close. The capitated rates paid to Medicare Advantage carriers in 
many rural communities are well above costs. With the mission of 
maximizing profits. Medicare Advantage insurance carriers have a 
strong incentive to focus their marketing efforts on the most profit- 
able regions of the country, which may explain the extraordinary 
levels of enrollment in Union County, Oregon. 

As enrollment grows in the Medicare Advantage, I am concerned 
these carriers will use market leverage to force discounts in pro- 
vider payments, which will hurt small and rural hospitals and, ul- 
timately, the patients who depend on us for medical care. 

Mr. Chairman, I conclude by saying, quite simply, America’s el- 
derly and disabled deserve better. Medicare Advantage plans con- 
fuse and frustrate them, and poor communications and poor sup- 
port leave them feeling abandoned. In many cases, they are unable 
to make an informed decision. Beneficiaries often end up bearing 
risk without an adequate understanding of whether or not they 
may be better off financially if they stayed with traditional Medi- 
care. 

Rural hospitals and physicians also deserve better. The un- 
checked growth of Medicare Advantage plans and their rapid dis- 
placement of traditional Medicare is disrupting the healthcare mis- 
sion of hospitals and physicians. Medicare Advantage plans under- 
pay critical access hospitals in defiance of congressional intent. For 
Grande Ronde Hospital, this could soon exceed one million dollars 
per year. 

To sum up, these plans are hurting rather than helping some 
seniors and hospitals, and they are increasing the cost of care for 
everyone. Thank you. 

[The statement of James A. Mattes follows:] 

Statement of Jim Mattes, President and CEO, 

Grande Ronde Hospital, La Grande, Oregon 

Chairman Stark and distinguished members of the Committee, thank you for in- 
viting me here today to share with you Union County, Oregon’s experience with 
Medicare Advantage plans. I am Jim Mattes, President and Chief Executive Officer 
of Grande Ronde Hospital in La Grande, Oregon, where I have served for the past 
24 years. 

My testimony draws on my community’s experience and my hospital’s experience 
with Medicare Advantage plans in Union County, Oregon. It is my hope that by 
sharing our experiences you will be able to see the adverse impact and long term 
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consequences Medicare Advantage plans will have on beneficiaries, Critical Access 
Hospitals, and the healthcare system. 

Union County, Oregon (2000 U.S. Census) 

Union County, Oregon has a population of approximately 24,530 people, dispersed 
over 2,039 square miles. Per capita income in Union County is $16,907. About 13.8% 
of the population is below the poverty line, including 9.5% of the population age 65 
and over. 

The County seat is La Grande, a small community of 12,327 people. We reside 
in the Blue Mountains of Northeast Oregon, a remote rural part of the State, with 
4,000+ foot elevation mountain passes in every direction. Travel during the winter 
months is treacherous, with winter storms sometimes closing our highways and 
making it impossible for people to leave the community. 

Grande Ronde Hospital 

Grande Ronde Hospital is a community owned, not-for-profit, 25-bed Critical Ac- 
cess Hospital (CAH). The closest tertiary facilities are located over mountain passes 
in Boise, Idaho (177 miles to the East) and Portland, Oregon (259 miles to the 
West). The closest hospitals are St. Elizabeth (42 miles to the East), St. Anthony 
(50 miles to the West), and Wallowa Memorial (68 miles to the North). Patients re- 
quiring transfer to a larger medical facility must travel two to four hours by ground 
ambulance. 

In order to sustain access to local medical services, our hospital has recruited and 
employed 12 primary care providers (i.e. ten physicians and two nurse practitioners) 
who practice in three provider-based clinics which are fully integrated with the hos- 
pital. Accordingly, our hospital’s experience with Medicare Advantage plans is am- 
plified by the fact that our provider-based clinic revenue is integrated with hospital 
revenue, and our hospital-owned clinics currently care for the majority of Medicare 
patients in our community. 

Medicare Demographics in Union County, Oregon (2000 U.S. Census) 

Union County’s age 65 and older population of 3,949 makes up 16.1% of the Coun- 
ty’s total population. Insurance agents in La Grande claim to have enrolled approxi- 
mately 1,500 of these seniors into Medicare Advantage plans. This currently rep- 
resents 38% of the County’s Medicare population. Based on the rapid growth in 
Medicare Advantage enrollment in Union County we project that within two years 
Medicare Advantage enrollment could be 2,500 or 63% of our Medicare population. 
[See EXHIBIT 1: Medicare Enrollee Estimates] 

Medicare Advantage Plans are Hurting Union County Seniors 

A large number of seniors who have enrolled in Medicare Advantage plans in 
Union County do not realize they have opted out of traditional Medicare — a frequent 
problem that we estimate occurs with one out of every four Medicare Advantage en- 
rollees. At Grande Ronde Hospital, we routinely counsel and assist confused and 
frustrated beneficiaries. It is not uncommon to encounter patients who do not real- 
ize they have joined a Medicare Advantage plan. They simply thought they were 
signing up for a Medicare supplement. Medicare drug benefits or some other form 
of additional coverage. Beneficiaries are often upset to learn that they no longer 
have traditional Medicare coverage and that the “low cost” plan they opted for could 
potentially cost them more out of pocket than traditional Medicare. 

Illustration #1: Mr. Johnson (not his real name) pays more out of pocket 

Mr. Johnson signed up for the Advantra Freedom Medicare Advantage plan, be- 
lieving he had purchased a Medicare supplement and that he still has traditional 
Medicare. On December 1st he was admitted to our hospital for 8 days and was dis- 
charged on December 9th. On December 15th Mr. Johnson was re-admitted to our 
hospital for 5 days and was discharged on December 20th. 

Mr. Johnson’s out of pocket expenses are analyzed below. 

Cost under Medicare Advantage Plan (Advantra Freedom 5) 

• $900.00 First Stay ($180/day 1-5 days) 

• $900.00 Second Stay ($180/day 1-5 days) 

• $55.00 Monthly Advantage plan premium 

• $96.40 Medicare Part B Monthly Premium (paid in addition to Medicare Advan- 
tage Plan premium) 

TOTAL OUT OF POCKET: $1,951.40 

Cost under Traditional Medicare: 
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• $1,024.00 Part A Deductible ($1,024.00 every 60 days) 

• $96.40 Part B monthly premium 

• $120.00 (20% Part B co-pay, since Part B charges total $600.00 for both stays). 

TOTAL OUT OF POCKET: $1,240.40 

As the information above illustrates, Mr. Johnson paid an additional $711.00 out 
of pocket with his Medicare Advantage plan coverage than he would have under tra- 
ditional Medicare coverage. 

There are eight Medicare Advantage insurance carriers and 21 different plans in 
Union County for which our hospital and clinics have treated patients, and there 
are reportedly others being sold. [See EXHIBIT 2: Medicare Advantage Plan 
Growth; and EXHIBIT 3: Medicare Advantage Plan Options] Too many carriers, too 
many plans and too many benefit variables make due diligence comparison difficult 
and confusing, especially for the elderly — a setting that is vulnerable to abuse. The 
Consumer Advocacy Unit of the Oregon Insurance Division issued a “Consumer 
Alert” advising seniors to beware of abusive Medicare insurance sales practices, and 
included the following statement in their brochure for seniors: ”... some unscru- 
pulous insurance agents are pre3dng on seniors by using tactics that are confusing 
and misleading. Many of the abuses are occurring in the marketing and selling of 
Medicare Advantage plans ...” One such apparent abuse in Union County is the 
annual “churning” of Medicare Advantage plans sold to seniors. Our hospital billing 
staff estimates that the majority (more than 50%) of Medicare Advantage enrollees 
are sold a new plan each year by insurance agents reportedly going door-to-door. 
The churning of plans adds to the confusion and frustration of beneficiaries as they 
struggle with knowing which carrier is responsible for which claim. 

Anecdotal Story #2: Mr. Jones (not his real name) is unhappy 

Mr. Jones comes to the hospital ER admitting for medical treatment and presents 
both his Medicare and Medicare Advantage insurance cards. He insists that the 
Medicare Advantage plan is his secondary insurance. In an effort to avoid a dispute 
over coverage, the admitting clerk enters both plans into the system. 

When the billing department receives the patient’s insurance information they re- 
alize that the patient cannot have both traditional Medicare and Medicare Advan- 
tage coverage, so the patient account representative calls the patient. 

Mr. Jones insists that he has both plans — despite all efforts to convince him oth- 
erwise. Eventually the patient account representative assures a very upset Mr. 
Jones that she will determine which insurance was in effect at the time the services 
were rendered and that she will call the patient back. Mr. Jones leaves the hospital 
very fearful that he may have lost his traditional Medicare coverage and simply 
does not understand what is going on. 

The patient account representative calls the insurance carrier. After spending 20 
minutes on hold, the call is answered by an individual who struggles with English. 
With some difficulty, the patient account representative manages to confirm that 
the patient had Medicare Advantage coverage at the time the services were ren- 
dered. The patient account representative subsequently calls Medicare to verify that 
they have a record of the patient’s Medicare Advantage plan coverage. Medicare has 
no record of any other coverage, and reminds the patient account representative 
that CMS requires that only beneficiaries may update their records via phone, and 
the account representative is not permitted to act on their behalf. Since the patient 
is not present to put on the phone, the patient account representative is unable to 
verify coverage information. 

The patient account representative next contacts the patient and explains the sit- 
uation to him, at which point Mr. Jones becomes very upset that he has lost his 
Medicare coverage and decides that he wants to terminate his Advantage plan mem- 
bership. 

After several frustrating calls to the Advantage plan without results, Mr. Jones 
brings all his paperwork to the hospital hilling department and asks the patient ac- 
count representative for help with terminating his Advantage plan coverage. Several 
phone calls and 45 minutes later the patient’s Advantage plan coverage was success- 
fully terminated and he is again covered by traditional Medicare. 

The hospital billing department may now submit the ER bill to the Medicare Ad- 
vantage plan for payment. Bills for any services rendered after the date on which 
the Medicare Advantage plan is terminated will be billed to traditional Medicare. 

As previously noted, Union County is a poor county with 9.5% of its senior popu- 
lation helow the poverty line. Because of this demographic. Medicare Advantage 
plans with reduced deductibles appeal to seniors in our market. Unlike traditional 
Medicare, some Medicare Advantage plans impose daily hospital copayments and 
daily copayments for home health visits. Sadly, some of our sickest beneficiaries 
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who require frequent care end up paying more out of pocket cost than traditional 
Medicare. 

Medicare Advantage plans also do a poor job of handling enrollee problems with 
claim and coverage questions. Insurance agents are not always available to bene- 
ficiaries to answer questions and resolve problems after a sale is finalized, and most 
of the Medicare Advantage plans operating in Union County have outsourced their 
customer service departments to foreign countries. When beneficiaries have a prob- 
lem with a claim or want to discontinue their plan, they often have difficulty con- 
necting with customer service personnel and routinely experience communication 
problems, including difficult language and accent barriers. Poor customer service, as 
illustrated in story #2 above, often results in our hospital and clinic employees being 
called upon to help seniors resolve claim and coverage issues. In doing so, we are 
effectively subsidizing these Medicare Advantage plans. 

Medicare Advantage Plans are Hurting Providers in Union County, Oregon 

While the focus of my comments relate to beneficiaries, I do want to mention sev- 
eral issues that our medical community is now facing with the explosion of Medicare 
Advantage plans in our area. 

There are two types of Medicare Advantage plans. Preferred Provider Organiza- 
tion (PPO) plans and Private Fee-for-Service plans. Both types of plans appear to 
have unfair leverage against rural providers. The capitated rates paid to Medicare 
Advantage carriers in some areas of the country, particularly in the rural western 
United States, are well above costs. With the mission of meiximizing profits. Medi- 
care Advantage insurance carriers have a strong financial incentive to focus their 
marketing efforts on the most profitable regions of the country, resulting in a dis- 
proportionate enrollment of rural Medicare beneficiaries. This may help explain the 
extraordinary levels of enrollment in Union County, Oregon. 

Medicare Advantage PPO plans pursue contractual relationships with providers, 
hoping to make them members of a PPO network. Grande Ronde Hospital has only 
one Medicare Advantage PPO contract, with negotiated payment rates which are 
nearly identical to the rates paid by Private Fee-for-Service plans in Union County. 
As with other commercial PPOs with a significant market presence, Grande Ronde 
Hospital is concerned that as enrollment grows. Medicare Advantage PPO carriers 
will use market leverage to force discounts in payment rates. Discounted payment 
rates for services provided to Medicare beneficiaries, hurt small and rural hospitals 
and undermine the Critical Access Hospital safety net intended by Congress. 

The other seven Medicare Advantage insurance carriers operating in Union Coun- 
ty all sell Private Fee-for-Service plans. These carriers have forced Grande Ronde 
Hospital into becoming what is called a “deemed” provider. This means that without 
signing a contract, our hospital has agreed to accept the plan’s terms and conditions 
for a particular plan enrollee for a particular visit or admission, simply by treating 
a patient covered by one of these plans. Provider choices with Private Fee-for-Serv- 
ice plans are limited as follows: (1) provide the care these patients need and by 
doing so become a deemed provider or (2) refuse to provide treatment, but still com- 
ply with Emergency Medical Treatment and Active Labor Act (EMTALA) law. If 
Grande Ronde Hospital were to refuse to provide treatment, then these patients 
would be forced to leave town for their medical care. For the sake of our patients, 
the financial welfare of our hospital, and the good of our community we truly have 
no choice but to care for these patients. In our isolated rural setting with travel in 
and out of the community periodically shut down due to winter storms, a refusal 
to provide treatment could have serious consequences. 

Medicare Advantage Private Fee-for-Service plans sold in Union County are per- 
mitted to operate without a contracted network of providers. These plans are sup- 
pose to pay providers what Medicare would have otherwise have paid if the patient 
were a traditional Medicare patient. However, for CAH providers whose payments 
are “cost-based” under traditional Medicare, Medicare Advantage insurers are pay- 
ing us the Medicare interim payment rate (i.e. the prior year cost-to-charge ratio 
plus 1%). Medicare Advantage insurers do not provide an inflation adjustment or 
a settlement process to reconcile actual costs against the interim rate, such as is 
proposed by Representative Ron Rind in the Rural Health Services Preservation 
Act. [H.R. 2159: “. . . Although this CAH reimbursement system was enacted by 
Congress to preserve access to hospital services for our rural seniors, many CAHs 
do not receive payments at these levels today for providing care to beneficiaries en- 
rolled in the Medicare Advantage program. H.R. 2159 would ensure that CAHs are 
reimbursed at the same levels by private Medicare Advantage plans as they receive 
under the traditional Medicare program for inpatient, swing-bed, and outpatient 
hospital services.”] Traditional Medicare retrospectively reimburses CAH providers 
based on “actual costs” following the conclusion of each fiscal year, with the actual 
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cost-to-charge ratio becoming the new interim rate for the subsequent fiscal year. 
Medicare Advantage plans do not provide an adjustment for inflation and there is 
no look-back (i.e. reconciliation of actual costs against the interim rate) which can 
capture any increase in the actual cost-to-charge ratio. 

Grande Ronde Hospital’s cost-to-charge ratios have been increasing in each of the 
past several years, including a 3.8% increase (i.e. 66.14% to 69.94%) from FY2007 
to FY2008. This means Medicare Advantage plans have underpaid us by an amount 
equal to 3.8% of patient charges, because there is no inflation adjustment or retro- 
spective cost settlement process. [See EXHIBIT 4: Ratio of Cost to Charges] Many 
CAH providers have cost-to-charge ratios that are increasing, which typically occurs 
when net operating margins are declining. Grande Ronde Hospital’s 3.8% jump in 
its cost-to-charge ratio from FY2007 to FY2008 illustrates the significant financial 
impact which underpa 3 mient by Medicare Advantage plans can have on CAH pro- 
viders. [See EXHIBIT 5: Medicare Advantage Plan Revenue; and EXHIBIT 6: Medi- 
care Advantage Plan Underpayment Estimates] To this point in time, Grande Ronde 
Hospital has been able to absorb these underpayments, but in the future that may 
not be true for us or other CAH providers who are impacted by such cuts. It is well 
publicized that Medicare Advantage insurance carriers are making big profits be- 
cause of the disparity between capitation payments and actual costs. However, few 
people know and understand that Medicare Advantage carriers are also making 
profits on the backs of small and rural hospitals as they force payment rates on pro- 
viders which are below traditional Medicare payment rates. Even my hospital was 
caught off guard. It was my preparation for this hearing, over the past two weeks, 
that fully brought to light the magnitude of the shocking rise in Medicare Advan- 
tage enrollment in Union County and the impact that Medicare Advantage under- 
payment is having on my hospital. 

Another problem with Medicare Advantage plans is their very high payment error 
rates, which adversely impact provider productivity and increase healthcare costs. 
In a recent routine compliance audit we randomly sampled Medicare Advantage 
payments and found the insurance carrier payment error rate was 38.46%. Our hos- 
pital staff must review every claim for accuracy and often must literally spend 
weeks or even months of manual follow-up via multiple letters and phone calls to 
receive accurate payment for services rendered to beneficiaries. 

Poorly developed Medicare Advantage electronic or manual billing and claims 
processing systems also adversely impact hospital productivity and increase health- 
care costs. All eight of the Medicare Advantage plans in Union County accept elec- 
tronic billing, but none of them pay electronically, which appears to be an inten- 
tional method of improving Medicare Advantage carrier cash flow at the expense of 
providers. At my facility. Medicare Advantage claims are paid on average within 45 
days of submission of a clean claim, compared to traditional Medicare where a clean 
claim is often paid within 14 days of submission. This has caused a 6.66% increase 
(i.e. $292,417) in Medicare accounts receivable, and it has compromised our cash 
flow. 

Anecdotal Story #3: Hospital billing problems with Mr. Smith (not his real name) 

Mr. Smith is admitted to the hospital on December 25, and is an inpatient until 
January 4th. When Mr. Smith presented to the admitting department he provided 
his “Secure Horizons” Medicare Advantage card. 

After discharge the hospital billing department submitted Mr. Smith’s bill to Se- 
cure Horizons. Eorty-five (45) days after claim submission, a denial is received via 
U.S. mail. The denial states “beneficiary not covered on these dates of service”. 

The patient account representative phones the patient and notifies him of the de- 
nial and questions his coverage dates. The patient explains that effective January 
1 he has a new Medicare Advantage plan with “Today’s Options”. The hospital biller 
must now “split bill” this service, sending the bill for the first portion of the pa- 
tient’s stay to Secure Horizons, and the bill for dates of service after January 1 to 
the Today’s Options. Each of the bills are subsequently paid 46 days after submis- 
sion, a total of 90 days in accounts receivable from date of discharge to final pay- 
ment. 

Had the Medicare Advantage plan been subject to the same electronic payment 
rules as Medicare, the original claim denial would have been received 14 days after 
claim submission, and both claims would have been paid in full (provided there were 
no other errors) roughly 28 days after the first claim submission. [Total days for 
payment: Medicare Advantage vs. Traditional Medicare (90 days vs. 28 days).] 

Inefficiencies and increased workload caused by Medicare Advantage plans has re- 
quired significant additional man hours from billing and collection staff, accounting 
and administration. Our costs have increased in response to all of the following: as- 
sisting the elderly with their complaints, plans, benefits and claims; managing 21 



118 


plans in addition to traditional Medicare, which sometimes require split billing; re- 
solving frequent payment errors; and managing their slow payment practices. You 
may be surprised to learn that the additional payroll expense caused by Medicare 
Advantage plans are allowable costs on the traditional Medicare cost report for CAH 
hospitals, which means that Medicare is unwittingly subsidizing Medicare Advan- 
tage plans through the back door. Unfortunately for us. Medicare only reimburses 
each hospital based on the ratio of Medicare volume to total volume and the major- 
ity of these added costs must be shifted to other carriers or subtracted from the hos- 
pital’s bottom line. 

SUMMARY 

Senior citizens deserve better. They are confused and frustrated by the many ben- 
efit packages offered by Medicare Advantage plans; the elderly are often unable to 
resolve problems and make informed decisions because of poor plan communications 
and plan support; and some Medicare beneficiaries would be better off financially 
if they stayed with traditional Medicare. Medicare Advantage plans are structured 
so that enrollees are taking risk, but without an adequate understanding of the risk 
they are taking. Congress needs to assure that seniors are well-informed, decision 
making is made simple, and risks are mitigated. 

Rural hospitals and physicians also deserve better. The frightening growth of 
Medicare Advantage plans and their rapid displacement of traditional Medicare are 
having an adverse impact on our local healthcare system. Medicare Advantage plans 
appear to have unfair leverage against small and rural communities where costs are 
well below capitation rates, and they underpay CAH providers. The very high pay- 
ment error rates, the delay in payments to providers, and the increased workload 
these plans impose on providers are collectively undermining the integrity of the 
Medicare program and increasing the cost of healthcare. 

Congress passed legislation to protect CAH providers and ensure access to care 
in rural communities. Somehow, it would appear, the Medicare Advantage program 
has been allowed to circumvent congressional intent. 


Chairman STARK. Thank you. 

Mr. Lipschutz? 

STATEMENT OF DAVID LIPSCHUTZ, INTERIM PRESIDENT AND 

CEO, CALIFORNIA HEALTH ADVOCATES, LOS ANGELES, 

CALIFORNIA 

Mr. LIPSCHUTZ. Chairman Stark, Ranking Member Camp, dis- 
tinguished committee members, thank you for the opportunity to 
testify today. My name is David Lipschutz, and I am interim presi- 
dent, CEO, and staff attorney of California Health Advocates, an 
independent nonprofit organization dedicated to education and ad- 
vocacy efforts on behalf of Medicare beneficiaries in California. 

Our experience with Medicare is based in large part on our close 
work with California’s State health insurance program known in 
our State as HICAP, which is on the front line assisting Medicare 
beneficiaries. Of the various options within the Medicare program 
to access benefits, we recognize that some Medicare Advantage 
plans can work for some individuals. 

Other Medicare beneficiaries, however, can be disadvantaged by 
joining MA plans for a variety of reasons, including restriction of 
access to providers, high out-of-pocket expenses, and other barriers 
to care such as utilization management. 

My testimony will briefly focus on general issues faced by MA 
plan enrollees, new insurance products being sold to fill in the gaps 
of MA plans, and the experience of dual eligibles who enroll in MA 
plans. 

The staggering rise in the number, type, and variation of MA 
plans over the last two years, coupled with aggressive and mis- 
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leading marketing, has greatly hindered the ability of Medicare 
beneficiaries to make informed decisions about how they want to 
access their Medicare benefits. 

Many beneficiaries are lured by MA plans with zero or low 
monthly premiums, corresponding offsets of their Part D premium, 
and extra benefits of often limited value. Once enrolled and in need 
of services, however, many find they are liable for cost-sharing on 
a par with or even greater than original Medicare. 

Since MA cost-sharing is commonly downplayed during sales, 
those with chronic conditions can face catastrophic costs they 
hadn’t anticipated, and realize too late that they would have been 
better off financially by purchasing a Medigap policy. 

For example, a HICAP counselor in southern California, who has 
extensive experience working with individuals with cancer, reports 
that most MA plans she deals with are charging at least 20 percent 
in cost-sharing for chemotherapy and radiation. Enrollees in these 
plans who receive cancer treatment often have thousands of dollars 
in monthly out-of-pocket expenses. 

Most cancer patients in this situation report that when they 
signed up with their MA plan, they thought that the co-payments 
for chemo would be between $35 and $50. Many tell the counselor 
that they would rather die than leave their families without 
money. 

Some who join MA plans are surprised to learn that providers 
who they had seen for years are not members of the plan’s network 
or, particularly in the case of private fee-for-service plans, refuse 
to accept the plan’s terms and conditions, leading to problems find- 
ing doctors who will treat them. 

Over the last year, much attention has been focused on appalling 
abuses surrounding the sale of Medicare Advantage plans. Despite 
this attention, though, we believe that far too little action has been 
taken by CMS, and as a result, such abuse appears to continue 
unabated. 

Despite industry claims that MA products are a good value for 
all beneficiaries, significant fissures in MA plan coverage have led 
to the emergence of a new insurance product aimed at filling those 
gaps. This product, sometimes called Advantage Plus, is designed 
to fill in the gaps in MA plans, including high out-of-pocket ex- 
penses for vital services such as inpatient hospital care, skilled 
nursing facility stays, durable medical equipment, and drugs cov- 
ered under Medicare Part B. 

We believe that the existence of these products is a symptom of 
a more widespread disease afflicting the Medicare Advantage pro- 
gram, and underscores how far too many MA plans impose high 
cost-sharing while providing inadequate benefits. 

Individuals who are dually eligible for Medicare and Medicaid 
are entitled to a broad range of benefits provided by both programs. 
Enrollment in Medicare Advantage plans, though, can create prob- 
lems for dual eligibles such as access to care issues and greater 
out-of-pocket expenses. 

Medicare Advantage special needs plans, or SNPs, are in theory 
designed to address the needs of duals and other designated popu- 
lations. Without formal requirements mandating that they provide 
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care coordination, integration with Medicaid, and targeted case 
management, often SNPs remain special in name only. 

Unfortunately, many duals who were automatically enrolled in 
SNPs over the last two years have experienced significant problems 
with accessing care and coordinating coverage and payment with 
State Medicaid programs. 

Other MA plans, notably private fee-for-service plans, are gen- 
erally ill-suited to address the complex needs of dual eligibles and 
often cause harm to this vulnerable population. Dual eligibles are 
targeted by some PFFS plan sponsors and agents without regard 
to the suitability of such plans, including meaningful comparison 
with Medicaid benefits already available to them and access to pro- 
viders who accept both Medicare and Medicaid. 

Instead, duals are being targeted and convinced to enroll in 
PFFS plans based upon extra benefits that agents and plans say 
will save them money. Once enrolled, however, duals often find 
that their doctors won’t take their plan, and they are charged cost- 
sharing for services and items they did not previously have to pay 
for. 

We recognize and appreciate that the CHAMP Act would have 
addressed some of these problems, and we are disappointed it did 
not become law. 

For our specific recommendations on improving the MA program, 
we refer you to our written testimony and the various documents 
cited therein. Thank you. 

[The statement of David Lipschutz follows:] 

Statement of David Lipsehutz, Interim President and CEO, 
California Health Advocates, Los Angeles, California 

I. INTRODUCTION 

California Health Advocates (CHA) is an independent, non-profit organization 
dedicated to education and advocacy efforts on behalf of Medicare beneficiaries in 
California. Separate and apart from the State Health Insurance Program (SHIP), 
we do this in part by providing support, including technical assistance and training, 
to the network of California’s Health Insurance Counseling and Advocacy Programs 
(HICAPs) which offer SHIP services in California. CHA also provides statewide 
technical training and support to social and legal services agencies and other profes- 
sionals helping Californians with questions about Medicare. Our experience with 
Medicare is based in large part on our close work with the HICAPs and other con- 
sumer assistance programs that are on the front line assisting Medicare hene- 
ficiaries. 

Of the various options within the Medicare program to access benefits, we recog- 
nize that Medicare Advantage (MA) plans can work for some individuals. Other 
Medicare beneficiaries, however, are often disadvantaged by joining MA plans for 
a variety of reasons, including restriction of access to providers (including special- 
ists), out-of-pocket expenses (sometimes greater than Original Medicare), and other 
barriers to care such as utilization management. Payments to MA plan sponsors and 
corresponding commissions and bonuses paid to agents combine to foster an epi- 
demic of marketing misconduct; all too often, the best plan for the agent is sold 
rather than the best plan for the beneficiary. 

MA plans are, in theory, supposed to “fill in the gaps” of Original Medicare as 
well as provide additional benefits. Many plans, however, fail to provide protection 
against out-of-pocket expenses resulting in a new product — the MA gap plan — that 
is being sold to fill in expensive gaps in MA plans. In addition, certain beneficiaries 
can be harmed by joining MA plans — in particular, individuals dually eligible for 
Medicare and Medicaid — as well as other beneficiaries who are faced with 
unaffordable out-of-pocket expenses as a result of joining such plans. 

It is not our purpose to disparage all MA plans, but to call into question the value 
we are getting out of MA plans collectively, particularly given the amounts MA plan 
sponsors are paid over and above the costs to Original Medicare of providing care 
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to similarly-situated beneficiaries. We also question whether informed decision-mak- 
ing is impaired by lack of standardization, and the sheer number of plans combined 
with countless variations in benefits and cost-sharing that compete for beneficiary 
attention — particularly PFFS plans — and whether these plans are meeting the 
needs of all, or even a subset, of beneficiaries. 

This written testimony will focus on four areas: 

• general issues faced by MA plan enrollees, including plan benefits, cost-sharing, 
access to providers, trends in retiree coverage, and marketing misconduct; 

• new insurance products being sold to fill in the gaps of MA plans; 

• the experience of dual eligihles in MA plans; and 

• recommendations to address shortcomings of the MA program. 

II. GENERAL ISSUES FACED BY MEDICARE ADVANTAGE ENROLLEES 

Choosing the appropriate Medicare coverage for an individual’s particular cir- 
cumstances has become tremendously complicated for most Medicare beneficiaries 
since the enactment of the Medicare Modernization Act of 2003 (MMA). Increased 
payment to insurance companies has led to a staggering increase in the numbers 
and types of Medicare Advantage plans. Across the country. Medicare beneficiaries 
face an unprecedented array of MA products, each with complex benefit variations, 
and differences in premiums and cost-sharing requirements. These variations tend 
to confound prospective enrollees, and often obscure the potential for out-of-pocket 
costs, making it difficult for consumers to compare costs and benefits both between 
plans and with Original Medicare. 

While some individuals do benefit from enrollment in Medicare Advantage plans, 
it largely depends on an individual’s plan and his/her individual needs. Conversely, 
others are significantly harmed by enrolling in MA plans. Not only do some people 
who join MA plans lose and have difficulty re-acquiring their Medigap and retiree 
plans, but the benefits of MA plans can quickly be erased if healthcare needs 
change, and people need care that is more expensive than under Original Medicare. 

MA Plan Benefit Packages and Cost-Sharing 

Through analysis of the Medicare Advantage marketplace, along with the collec- 
tive experience of those who counsel Medicare beneficiaries, it is clear that there 
are serious deficiencies in the benefit packages of many Medicare private health 
plans. As discussed in a September 2007 report by California Health Advocates and 
the Medicare Rights Center, MA plan shortcomings include: 

• consumers with chronic illness can unknowingly incur widely varying levels of 
cost-sharing under different plans; 

• many MA plans do not provide a limit on enrollees’ annual out-of-pocket ex- 
penses for medical services, or they exempt certain services (such as chemo- 
therapy) from such limits; and 

• many plans charge the same or higher cost-sharing than Original Medicare for 
specific, costly services, such as inpatient hospital care, nursing home stays, du- 
rable medical equipment and home healthcare. 

Using the great flexibility afforded by Medicare law and regulations, and under 
the guise of marketplace “innovation,” many plan sponsors design their benefits in 
such a way that front-loads cost-sharing for the most expensive items, (e.g., hos- 
pitalization, skilled nursing facility stays. Part B drugs) — services for which bene- 
ficiaries do not have a choice to forego, and are not susceptible to incentives to try 
other providers (e.g., to see primary care providers rather than specialists) or other 
treatment options. 

Despite these significant shortcomings in plan benefits, many beneficiaries are 
lured by plans with zero monthly premiums and/or “extra benefits,” only to find that 
once enrolled and in need of services, out-of-pocket expenses can equal or exceed 
Original Medicare. Cost-sharing for services is too often not made apparent when 
plans are sold, and those with chronic conditions often face catastrophic costs and 
are often better off financially by purchasing a Medigap policy. 

Example: A HICAP counselor in Southern California who has extensive experience 
working with individuals with eancer, reports that most MA plans she deals with 
are eharging at least 20% in cost-sharing for chemotherapy and radiation. Enrollees 
in these plans who receive caneer treatment often have thousands of dollars in 
monthly out-of-pocket expenses. Most cancer patients in this situation report that 


^See California Health Advocates and Medicare Rights Center report “Informed Choice: The 
Case for Standardizing and Simplifying Medicare Private Health Plans (September 2007), avail- 
able at: http://www.cahealthadvocates.org/advocacy/2007/09.html. 
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when they signed up with their MA plan they thought the copayments for chemo 
would be $35-$50. Many tell the counselor that they would rather die than leave 
their families without any moneyA 

Many individuals who seek or already have Medigap policies enroll in Medicare 
Advantage plans because they are led to believe that MA plans either function just 
as Medigap plans do, or even better (some in fact enroll in MA plans believing them 
to be actual Medigap policies). Conned by slick marketing, new MA plan enrollees 
often do not understand that they no longer have the same out-of-pocket spending 
protections that they had in their Medigap policies, are astonished to find that they 
can no longer see their regular doctors and are hit with high medical bills. Also, 
unlike Medigap plans, which cannot change benefits year-to-year and are guaran- 
teed renewable, every year MA plan sponsors can change benefits, cost-sharing and 
premiums, forcing enrollees to reanalyze their benefits annually. 

It is well documented that Medicare Advantage plans are paid more than Original 
Medicare rates, and, as partial justification, plan sponsors often tout “extra benefits” 
that are being provided to their enrollees. Many of the same plans that charge the 
same or higher cost-sharing than Original Medicare downplay those costs but heav- 
ily promote additional benefits of lesser value, ranging from eyeglasses, hearing 
aids, gym membership, to a monthly allotment of over the counter pharmacy sup- 
plies. From an individual beneficiary’s standpoint, these “extras” can provide limited 
value when compared with high out-of-pocket costs and problems accessing pro- 
viders that accompany many plans. From a broader perspective, luring enrollees 
with “extra benefits” provided now, given that current payment rates are 
unsustainable, is setting enrollees up for a bait-and-switch scenario down the road 
if plan benefits are cut (or even the following year, as plans can fundamentally 
change their benefits annually). 

Access to Providers 

Unlike Original Medicare, coordinated care plans limit access to designated pro- 
vider networks. Some who join MA plans are surprised to learn that providers who 
they had seen for years are not members of the plan’s network, or refuse to accept 
the plan’s benefits, forcing them to find new providers or get out of the plan when 
they are able to do so. 

The greatest risk of not being able to find a provider, paradoxically, seems to 
occur with MA Private Fee-for-Service (PFFS) plans that were created, in part, to 
allow enrollees to access a wide range of providers. Although enrollees can seek care 
from any provider willing to accept the plan’s terms and conditions, providers who 
do not have a contract with the plan can decide whether to continue to accept the 
plan with each visit or treatment. In many cases, PFFS plan enrollees struggle to 
find providers willing to accept the plan’s terms and conditions. For example, the 
California Medical Association reports low participation by its members in PFFS 
plans, and expresses concern that PFFS plan networks are inadequate, particularly 
for specialty referrals.^ 

Example: Ms. P., an 86-year old dual eligible from Central California, was en- 
rolled in a PFFS plan without her knowledge by an insurance agent who knew she 
was a dual eligible. She was scheduled to have surgery at a local hospital to treat 
breathing problems and difficulty swallowing food due to a growth in her throat, but 
the hospital refused to accept the PFFS plan she was enrolled in. 

Retiree Coverage 

In addition to individuals who give up a Medigap plan in order to enroll in a 
Medicare Advantage plan, and have difficulty getting their Medigap plan back, some 
beneficiaries who have pre-existing retiree coverage are often in danger of losing 
such coverage when they enroll in a Medicare Advantage plan that does not contract 
with their retiree plan. 

Example: Mr. S., a Northern Californian who is 86 years old, had Medicare, Medi- 
Cal (Medicaid) and a retiree plan. After several calls from an insurance agent, Mr. 
S. gave in and allowed the agent into his home. Although the agent was aware that 
Mr. S. had retiree coverage, she pressured him to enroll in an MA PFFS plan any- 
way. As a result, he lost his retiree coverage. The local HICAP program is working 
to try to help him get his retiree plan back. 


2 Also see an article in California Health Advocates’ August 2006 online newsletter re: chemo 
copays for cancer patients and the trend in MA plans towards charging full Part B cost-sharing 
vs. flat copays at: http://www.cahealthadvocates.org/newsletter/2006/08/cancer.html. 

3 Correspondence between California Health Advocates and the California Medical Associa- 
tion, February 2008. 
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In contrast with retiree plans that do not coordinate with Medicare Advantage, 
other employers are increasingly looking to push their retirees into Medicare Advan- 
tage plans, leading to access to care issues, as well as strains on the financial viabil- 
ity of the Medicare program for all beneficiaries, not just those in MA plans. There 
is a growing trend of State and local governments, organizations and corporations 
attempting to save money by shifting their healthcare costs to the Federal govern- 
ment and enrolling retirees in Medicare Advantage products, particularly Private 
Fee-for-Service (PFFS) plans."*^ This trend exacerbates the strain on Medicare’s fi- 
nances already imposed by Medicare Advantage overpayments. The same problems 
encountered by other PFFS enrollees also confront retirees. Although plan sponsors 
market PFFS products as “nationwide” because they are not required to use a net- 
work, David Fillman of AFSCME notes that this claim is “false”; PFFS plans “limit 
access to care and choice because significant numbers of doctors and hospitals have 
refused to accept [the patients enrolled in these plans], especially out-of-state.”® 

Example: The Center for Medicare Advocacy reports recently hearing from a Michi- 
gan retiree who is now living in Orlando, Florida, and can’t find a doctor or hospital 
that is willing to accept the PFFS plan his former employer forced him into. He re- 
ports that his Blue Cross Blue Shield plan is working on the problem, but in the 
meantime he can’t go to a doctor or hospital. 

Marketing Misconduct 

Consumer advocates. State insurance regulators. Congress and the media have all 
focused attention on appalling abuses surrounding the sale of Medicare Advantage 
plans over the last two years that have resulted in substantial harm to the victims 
of such abuse and financial gain to insurance companies and agents.® While much 
attention has been paid to these abuses, in our view, far too little action has been 
taken by CMS, which, under the MMA, retains the sole jurisdiction over almost all 
regulatory issues concerning MA plans. Unfortunately, SHIP programs across the 
country report that marketing misconduct continues unabated. 

We refer the Subcommittee to the resources cited above which address marketing 
misconduct surrounding the sale of MA plans, including incentives pushing such ac- 
tivity. The following, though, serves as a typical example of marketing misconduct, 
this one impacting a member of the HICAP family in California earlier this month. 
Although this example is lengthy, it is illustrative in that it includes a number of 
the common lies, deceptions and distortions that agents still widely use to con peo- 
ple into joining Medicare Advantage plans. 

Example: Ms. T., a dual eligible with limited English proficiency living in Califor- 
nia’s Central Valley, received a call from an insurance agent claiming to be from the 
“health department” and said she wanted to come by and “check up” on her. Ms. T. 
asked her daughter, who works for a local HICAP program, to be present when the 
agent visited her home in early February 2008. The agent arrived wearing a badge 
that appeared very similar to a Medicare card, with the agent’s name handwritten 
on it, and declared that she was “from Medicare.” The agent lied that she was not 
an agent, and was not there to sell anything, but simply wanted to go over Medicare 
issues. The agent explained that Ms. T. has Medicare Parts A, B, and D, so now she 
needed to enroll in Part C. She stated that Part C “works with Medicare together” 
and she would have no copays. She stated that when “you go to the doctor, you show 
your Medicare and Medi-Cal card, but when you go to a doctor that doesn’t accept 
Medi-Cal, you would show your Medicare Advantage card — all 3 cards work to- 
gether.” She added that “you do know that Medicare and Medi-Cal won’t cover nurs- 
ing homes, so you need to enroll in Part C right away — you shouldn’t be long, you 
shouldn’t be without coverage.” When the agent pulled out an MA application, Ms. 
T’s daughter declined, but asked the agent to leave information. The agent refused 
to leave marketing material, stating that she only had one copy, but left her business 
card, indicating that she was indeed a broker selling MA products. Since Ms. T.’s 
daughter works for a local HICAP, she realized that just about everything said by 
the agent was a lie or deception at best, and prevented her mother’s enrollment in 


'^See, e.g., “Medicare Trend Raises Eyebrows” by Ricardo Alonso-Zaldivar, Los Angeles Times, 


2/11/08. 


® Testimony of David Fillman, AFSCME, before the Senate Finance Committee on 1/30/08, 
available at: http://finance.senate.gOv/hearings/testimony/2008test/013008dftest.pdf 
®See, e.g. issue briefs written by California Health Advocates and the Medicare Rights Center 
entitled “After the Gold Rush: The Marketing of Medicare Advantage and Part D Plans” (Janu- 
ary 2007) and “The Reluctant Regulator: Centers for Medicare and Medicaid Services’ Response 
to Marketing Misconduct by Medicare Advantage Plans” (July 2007); also see California Health 
Advocates’ testimony before this Subcommittee on May 22, 2007 and before the House Energy 
& Commerce Subcommittee on Oversight & Investigations on June 26, 2007. All of these docu- 
ments are available at: http://www.cahealthadvocates.org/advocacy/index.html. 
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this plan. The vast majority of Medicare beneficiaries do not have such accessible 
help when targeted by unscrupulous agents. 

Despite the claims of the insurance industry, this is not a matter of “rogue 
agents” or a “few had apples” — we are convinced that the payment incentives to 
plans, and, in turn, the commissions and bonuses paid to agents, drive this type of 
abuse. While states retain jurisdiction over agents selling Medicare plans, they lack 
authority to punish the plans for a range of misbehavior, including actions per- 
formed by agents selling their products. While a few MA plans have received nomi- 
nal fines, enrollment suspensions and other more severe punitive measures are 
rarely meted out by CMS. As discussed below, in our experience, the most severe 
and prevalent marketing abuses continue to concern the sale of Private Fee-for- 
Service plans to dual eligibles. 

III. MEDICARE ADVANTAGE “GAP” PRODUCTS 

The insurance industry and CMS insist that Medicare Advantage products are a 
good value for all beneficiaries, in terms of “extra” benefits offered and out-of-pocket 
savings when compared with the Original Medicare program. Despite these assur- 
ances, however, significant fissures in MA plans have led to the emergence of a new 
insurance product aimed at “filling” those gaps. This product, sometimes called “Ad- 
vantage Plus”, is being marketed by plan sponsors to insurance agents as a “wrap- 
around plan” that is “designed to fill in the gaps in Medicare Advantage Plans.” 

These limited-benefit plans bundle a collection of insurance products, such as hos- 
pital indemnity plans and other piecemeal coverage, and pay cash benefits directly 
to enrollees of MA plans to cover out-of-pocket costs imposed by their MA plan. They 
are designed specifically to address high out-of-pocket expenses charged by many 
MA plans for vital services such as inpatient hospital care, skilled nursing facility 
stays, durable medical equipment and cancer/chemotherapy drugs covered under 
Medicare Part B. 

Companies offering these products encourage insurance agents to sell these “gap” 
plans alongside Medicare Advantage products. For example, one flyer directed to- 
wards agents boasts: “If selling Medicare Advantage Plans, be sure to check out our 
Wrap Around product section. Easily add an additional 50% in commissions to each 
Medicare Advantage Sale. Plan can be sold all year long!” Anecdotally, we have 
heard of agents encouraging MA enrollees who get a Part B premium rebate 
through their plan to apply those savings towards purchasing one of these gap prod- 
ucts. 

The sale and promotion of these products exacerbates the confusion in the Medi- 
care marketplace generated by enormous numbers of MA and Part D plans with 
multiple and complex plan designs. Further, we believe that the existence of these 
plans is a symptom of a more widespread disease afflicting the Medicare Advantage 
program, and underscores how far too many MA plans impose high cost-sharing 
while providing inadequate benefits. Part of the promise of allowing private insur- 
ance companies to offer plans within the Medicare program was that they could pro- 
vide better benefits, more efficiently, for less money to both beneficiaries and the 
Medicare program. These gap products, though, that are sold to fill in gaps in cov- 
erage that MA plans are failing to fill themselves, starkly highlight the failures of 
the MA program to achieve these goals. 

TV. DUAL ELIGIBLES and MEDICARE ADVANTAGE PLANS 

Individuals who are dually eligible for Medicare and Medicaid are entitled to a 
broad range of benefits provided by both programs. This population, many of whom 
have significant and complex health needs and generally a lower level of health lit- 
eracy, rely on overlapping coverage and payment through the Original Medicare 
program as primary payer and Medicaid as additional coverage. Many MA plans 
find dual eligibles to be attractive targets due to their right to enroll in and 
disenroll from plans on a monthly basis, allowing plans to “poach” enrollees from 
one another, and also because capitated payments to plans are generally higher for 
dual eligibles. 

Enrollment into a Medicare Advantage plan, though, can create problems for dual 
eligibles not encountered in the Original Medicare program, such as access to care 
(due to problems accessing providers and utilization management techniques) and 
greater out-of-pocket expenses. The issue of whether a State Medicaid program is 
obligated to pay the Medicare cost-sharing for dual eligibles enrolled in MA plans 
is a complicated one, and includes factors such as a “dual eligible’s coverage cat- 


See a recent issue brief on this topic written by California Health Advocates entitled “There’s 
a Hole in the Bucket: New “Gap” Product Being Sold to Fill-in Medicare Advantage Deficiencies” 
(November 2007), available at: http://www.cahealthadvocates.org/advocacy/2007/ll.html. 
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egory, the type of cost-sharing, the options elected by the State, and payment limita- 
tions specified in the State Plan.”® In short, practically speaking, it appears that 
many States do not pay MA cost-sharing for duals in their State, and, as a result, 
dual eligibles are often charged these amounts. In addition to MA cost-sharing, 
some duals have to pay premiums for MA plans for coverage that is no different 
and sometimes worse than under Medicaid. 

Certain MA plans — Special Needs Plans (SNPs), are — in theory — designed to ad- 
dress the needs of dual eligibles, although it questionable how well many SNPs per- 
form in this regard. Other MA plans, notably Private Fee-for-Service (PFFS) plans, 
are generally ill-suited to address the complex needs of dual eligibles, and often 
cause significant harm to this vulnerable population. 

Special Needs Plans (SNPs) 

The Medicare Modernization Act (MMA) authorized Medicare Advantage Special 
Needs Plans (SNPs) that can be designed to provide coverage for certain desi^ated 
populations: dual eligibles; individuals who are institutionalized; and individuals 
with chronic and disabling conditions. Since 2006, enrollment in SNPs has increased 
exponentially, however many dual eligibles — most of whom did not seek out a SNP 
on their own but were automatically enrolled into one — have experienced significant 
problems with accessing care and coordinating coverage and payment with State 
Medicaid programs. 

While SNPs present the opportunity for better care coordination, integration and 
targeted care management, there are no formal requirements set out in law, regula- 
tion or CMS guidance that SNPs actually deliver these goals. In the words of one 
advocate with significant experience assisting dual eligible clients who encounter 
problems with their SNPs, “absent minimum standards for meeting the special 
needs of the populations they serve, labeling these plans as specially designed to 
do so is misleading.”® 

Private Fee-for-Service (PFFS) Plans 

While SNPs are designed to address the needs of dual eligibles (at least in the- 
ory), other Medicare Advantage plans enroll dual eligibles and even seek them out, 
even though enrollment in many plans appears to offer little tangible benefit, if any, 
and often leads to significant problems. Over the last two years, we continue to see 
a disturbing trend of PFFS plan sponsors and their contracting agents marketing 
PFFS plans to dual eligibles. In many cases, dual eligibles have been left worse off 
due to access to care issues (including loss of access to providers) and increased out- 
of-pocket costs. 

In our experience, some of the worst and most widespread marketing violations 
have involved dual eligibles who are sold PFFS plans. Information about the suit- 
ability of MA plans for dual eligibles, including meaningful comparisons with Med- 
icaid benefits already available to them, is not made available by the plans or is 
misleading, and, at best, glossed over during sales pitches. 

Example: Mr. C., age 74, is a California dual eligible who is very ill and depend- 
ent on oxygen. Fie was visited by an insurance agent recently who pushed him to en- 
roll in an MA PFFS plan. The agent touted it as a plan “just for people on Medi- 
Cal.” As a result of his enrollment, Mr. C. is now being billed for services he did 
not previously have to pay for, including about $4,000 from a durable medical equip- 
ment provider who was not paid by the plan. The local HICAP is assisting him with 
his enrollment and billing issues. 

Dual eligibles are being targeted and convinced to enroll in PFFS plans based 
upon “extra” benefits that agents and plans say will save them money. Duals are 
often enticed by $20 over the counter benefits, and “extra” hearing, vision and den- 
tal coverage, without regard to individual states’ actual Medicaid benefits that they 
might already be entitled to. 


® June 11, 2007 Memorandum from CMS, Center for Medicaid and State Operations, Disabled 
and Elderly Health Programs Group to All Associate Regional Administrators, Division of Med- 
icaid and Children’s Health re: Medicaid Obligations for Cost-Sharing in Medicare Part C Plans; 
also see Center for Medicare Advocacy’s May 31, 2007 Weekly Alert entitled “Medicare Cost- 
Sharing in Medicare Advantage Plans: Who Pays for Dual Eligibles?” at: http:// 
www.medicareadvocacy.org/AlertPDFs/2007/07 05.31.MAMcaidCostShare.pdf. 

® Alissa E. Halperin, Managing Attorney, Pennsylvania Health Law Project, author of a paper 
for the Center for Medicare Advocacy entitled “Medicare Advantage Special Needs Plans: A Ben- 
eficiary Perspective” (October 2007); also see, generally. Center for Medicare Advocacy’s Special 
Needs Plan Conference materials (October 2007), available at: http://www.medicareadvocacy.org/ 
SNP%20Conference/Home.htm. 

i°See, e.g., CHA’s prior testimony before this Subcommittee on May 22, 2007 re: PFFS 

plans, available at: http://www.cahealthadvocates.org/advocacy/2007/CHA_WaysMeans 

testimony 0522.html. 
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Once enrolled, however, duals often find that their doctors won’t take their PFFS 
plan. If their primary doctor does take the plan many still find that they are 
charged for doctors’ visit copays, wheelchairs, walkers and other services and items 
they did not previously have to pay for. A large portion of duals encounter difficulty 
finding specialists who will agree to accept their plan. When HICAP programs try 
to help dual eligibles get out of plans that are not appropriate for them and untan- 
gle resulting complex billing issues, some beneficiaries are subject to harassing calls 
from agents upset that they are losing out on their commissions. 

At least one PFFS plan sponsor acknowledges that this plan type is not appro- 
priate for dual eligibles. During a Congressional hearing wherein his company was 
criticized for the conduct of an agent selling his PFFS plan to dual eligibles, Cov- 
entry Vice President Francis Soistman admitted that” . . . PFFS plans may not be 
suitable for dual eligibles.” 

Other plans, however, hold themselves out as specially catering to duals — notably 
WellCare Duet PFFS plans. When asked about the appropriateness of PFFS plans 
targeting dual eligibles for enrollment, a CMS official replied at a hearing before 
this Subcommittee that Medicare Advantage “is a market-based program and dual- 
eligibles, like everyone else, have the option of choosing how they wish to obtain 
services and where they wish to be enrolled.” 

V. RECOMMENDATIONS 

California Health Advocates, as well as a number of other beneficiary advocacy 
groups, has offered several recommendations for curing some of the current prob- 
lems faced by Medicare Advantage enrollees.^® We recognize — and appreciate — that 
the Childrens Health and Medicare Protection (CHAMP) Act of 2007, passed by the 
House last August, addressed a number of these issues, and we are disappointed 
that it did not become law. Our recommendations range from broad changes to the 
structure and financing of Medicare Advantage, to specific proposals that can be im- 
plemented by CMS as the Federal regulator of these plans. In short, these rec- 
ommendations include: 

• Create standard benefit packages for Medicare Advantage and Part D plans, in- 
cluding: 

• Establish no more than two annual limits for out-of-pocket costs 

• Prohibit separate cost-sharing for individual Part B services 

• Require that MA plans charge no more cost-sharing for services than what 
is charged under Original Medicare 

• Limit the number of plans offered in a given geographic area 

• Apply the standardization and simplification requirements of the National Asso- 
ciation of Insurance Regulators (NAIC) Medigap Model Act and Regulation to 

all Medicare Advantage (and Part D) plans 

• These requirements should include loss ratio standards, guaranteed renew- 
ability requirements, suitability requirements and other consumer protections 

• Rescind the statutory preemption that prevents states from enforcing State 
laws on consumer protections and the marketing of insurance products 

• Neutralize payment between Original Medicare and the MA program (see, 
e.g., recommendations from MedPAC) and use the current excess payments 
to strengthen access to benefits in other areas of Medicare, such as expanding 
eligibility for the Medicare Savings Programs and the Part D Low-Income 
Subsidy 

• Ban the sale of PFFS and other MA products to dual eligibles unless plans 
can prove they offer meaningfully better and more comprehensive benefits 
than those available through State Medicaid programs, and that enrollees 
will not face diminished access to providers and/or new out-of-pocket expenses 

• Authorize NAIC to develop nationwide marketing guidelines, including: 

• Provisions that hold plans more accountable for the actions of agents selling 
their plan 


Testimony of Francis S. Soistman, Jr., Executive Vice President, Coventry Health Care, 
Inc., before House Energy & Commerce Subcommittee on Oversight & Investigations, June 

2007, available at: http://energycommerce.house.gov/cmte mtgs/110-oi-hrg.062607.Soistman-tes- 

timony.pdf. 

12 Testimony of Abby Block, Director of Division of Beneficiary Choices, CMS, May 22nd, 2007. 

12 See, e.g., documents cited in footnotes 1 and 6, infra, as well as CHA’s testimony before 
the National Association of Insurance Commissioners (NAIC) Senior Issues Task Force — Medi- 
care Private Plans Subgroup, Public Hearing on Regulation of Medicare Private Plans (Sep- 
tember 11, 2007), available on the NAIC website. 
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• Prohibit plans from offering differential commissions based on what type of 
plan is selected by the enrollee 

• Prohibit agents from selling unrelated products 

• Develop more comprehensive disclosure documents with clear explanations 
about how certain choices can impact access to providers and other types of 
insurance coverage (e.g., retiree, Medigap, Medicaid) 

• Exclude plan sponsors culpable of egregious marketing and other violations 
from participating in the Medicare program for at least two years (similar to 
rules that apply to certain providers) 

VI. CONCLUSION 

While some Medicare Advantage plans do provide value for enrollees, we need to 
question the value provided by all MA plans — considering the sheer number of 
plans, variation in benefits and cost-sharing and the fact that the majority of Medi- 
care beneficiaries in the Original Medicare program are subsidizing the extra pay- 
ments meant to enrich the minority of beneficiaries enrolled in MA plans. Medicare 
Advantage is not the panacea for perceived shortcomings of Original Medicare, and, 
in many cases, can be to the detriment of enrollees, particularly the most vulnerable 
among us. At a time when MA plans are overpaid but many are providing inad- 
equate coverage, Congress should carefully scrutinize the MA program that threat- 
ens the stability and integrity of the entire Medicare program. 

Thank you for the opportunity to provide these comments. 


Chairman STARK. Thank you very much. 

Dr. Lyons? 

STATEMENT OF DANIEL C. LYONS, M.D., SENIOR VICE PRESI- 
DENT, GOVERNMENT PROGRAMS, INDEPENDENCE BLUE 

CROSS, PHILADELPHIA, PENNSYLVANIA 

Dr. LYONS. Thank you, Mr. Chairman, Ranking Member Camp, 
and members of the committee. My name is Daniel Lyons, M.D., 
and I am senior vice president of government programs for Inde- 
pendence Blue Cross, and I do appreciate the opportunity to testify 
about the Medicare Advantage program. 

Independence Blue Cross is strongly committed to the long-term 
success of the Medicare Advantage program. We are proud to spon- 
sor plans that offer many services and innovations that are not in- 
cluded in the Medicare fee-for-service program. Approximately 
240,000 Medicare beneficiaries in Philadelphia and southeastern 
Pennsylvania are enrolled in the plans we offer. 

Our Medicare Advantage plans serve a critical role in providing 
comprehensive, coordinated benefits for many seniors and disabled 
Americans. The fundamental difference between Medicare Advan- 
tage plans and the Medicare fee-for-service program is that our pri- 
vate plans have established an infrastructure for improving health- 
care quality on an ongoing basis. 

At Independence Blue Cross, our plans focus on identifying mem- 
bers with important clinical needs, including those not receiving 
preventive care, those who are frail, and those with chronic illness. 
Because Medicare Advantage plans do have an infrastructure to co- 
ordinate and improve the care for these members, we have a prov- 
en track record of making a positive difference in the lives of Medi- 
care beneficiaries. 

Many Medicare beneficiaries do suffer from multiple chronic con- 
ditions such as diabetes, heart disease, cancer, asthma, depression. 
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One recent study suggested that over 80 percent of beneficiaries 
have at least one of these chronic conditions. 

Medicare Advantage plans are playing a leadership role in devel- 
oping strategies and programs to improve patient care for bene- 
ficiaries with multiple chronic conditions. We are focused not only 
on ensuring that patients with chronic conditions live longer, but 
we are also helping them live healthier lives with fewer symptoms 
so they can fully participate in the activities they enjoy. 

Our Medicare Advantage members benefit from a variety of pro- 
grams we have developed over the years to improve their care, in- 
cluding the promotion of prevention and wellness. For example, our 
Connections Health Management program is designed to help our 
Medicare Advantage members by making them more informed 
about their health conditions, assisting them in making difficult 
treatment decisions, helping them and their physicians improve the 
management of chronic conditions, and assisting members, their 
physicians, and their caregivers with the coordination of care. 

Through this program, we use sophisticated predictive modeling 
tools to identify those members who are at highest risk for future 
health events, and identify specific gaps in care and to fill those 
gaps. Specially trained health coaches, typically RNs, are available 
24/7/365. They do telephonic outreach to these members to address 
their care gaps, help them understand their physician’s treatment 
plan, and improve self-management of their chronic conditions. 

The results of this program are very impressive. In 2007, our 
member satisfaction survey showed that 94 percent of members 
were satisfied with their health coach assistance, 90 percent were 
satisfied with their overall program experience, and 94 percent said 
they would recommend the program to other seniors. 

Moreover, 97 percent of members with chronic conditions indi- 
cated they were able to follow their health coach’s advice, nearly 
80 percent reported an improved ability to communicate with their 
physician, and nearly 60 percent said that speaking with a health 
coach actually improved the quality of care they received from their 
healthcare provider. 

Medicare Advantage members have also enthusiastically em- 
braced our wellness programs. More than 9,000 seniors are en- 
rolled in fitness programs we have designed to encourage and pro- 
mote healthy, active lifestyles. Almost 60 percent of these seniors 
complete the program target of 120 visits a year, which is twice the 
rate of non-Medicare members. 

Another problem we implemented for Medicare Advantage mem- 
bers is our physician home visit program. Under this program, a 
physician conducts a proactive home visit to assess members who 
are homebound and then provides follow-up care as needed, and 
also coordinates care with the member’s primary care and specialty 
physicians. This program is designed to improve the control of 
chronic illnesses and reduce the use of emergency services for 
medically frail members. 

We also work on an ongoing basis to provide Medicare Advantage 
members with access to care coordination throughout their health- 
care experience. For example, when a member is scheduled for an 
elective admission such as a total knee replacement, we reach out, 
identify their anticipated post-hospital needs, coordinate with their 
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surgeon, begin to make arrangements for post-hospital care such as 
rehabilitation, long before the member ever goes to the hospital. 

This sort of care coordination, like our wellness disease manage- 
ment programs, are not currently available in traditional Medicare, 
and not readily created without considerable planning and invest- 
ment. In fact, when you consider the array of health infrastructure 
investments and improvements we have implemented over the past 
decade — credentialing a system of quality checks on physicians and 
providers that includes checks on medical records and office ade- 
quacy, physician performance monitoring and quality incentives, 
coverage and promotion of preventive medicine, fitness, smoking 
cessation, weight management and related programs, health edu- 
cation, nurse counseling, disease condition management, medica- 
tion and therapy management, case management, home visits, et 
cetera — you can begin to understand the extent of the planning and 
investment required to bring these kinds of advancements to the 
entire Medicare program. 

Thank you for this opportunity to testify on the Medicare Advan- 
tage program. We appreciate the opportunity, and urge the com- 
mittee to continue to support adequate funding for the system of 
competition, choice, and innovation that is delivering savings and 
value to nearly nine million Medicare Advantage members. 

[The statement of Daniel C. Lyons follows:] 
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• Agproe — ii lel > Tn.DOO of theec manhen have ime or mtiiv of free eorraim ch rtne c illneaacv 
caraaor^ heart dlacMC. congestive heart blluie. dubeMs, chronic obstructive pultiKOair) 
diKoe. «r asthma A» ndJwifnl J.ftOO wctnhfra have one of 16 lesa common chronic 
ilhioace soch as ^ihmtiin's Diteac, rheumalutd arlhnUi. or aeinire dieorders; and SCO have 
end itage mat dueue- 

a L>saig l o pt na ttcatod predictive modeling tools, ne idemif> those members nho are il highest 
risk hulMorc hcahh care ctealii.aad identify ippciricgafM incase ftainplcs of these pi|si 
in caee world mckade such evems as memben with congesuve bean failure nol on 
^iptuprailT moAcalton Iherapy. elevawd cholesterol Irseki in meahhots wsih haan dnaase. 
lack of appropiailc iiiunlliina^) iirbliKal uigirs la daihellcsi oe hbod %apm levels Otu are luo 
high, or dK lack of a pteKiiplicai for a Hedkauon uidadod in evidence -based 
lecimimcndalwns for a psiticulw disciac re cundiliim 

• Speoiaffi Iraincd hcallh ciiachev, who are tygacilly RM> and arc available 24<7, .ViS days a 

year, do lelcpboaac otnrcnch ui these mcMbccs bi address then care jgips. and to help Ihem 
imdcnaani their (flysiesan's Ire a anse n l pbn and mgrova self-manng s tweni of Iheir chrw a c 
condllluns. 
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• TIkm; hcahh ciiwhc* uin 4iM> pnniii; thiml licviiiim-nuking oipjnt km mmy mcmhrr 
(•k-ing ii niunhet of tpcvifK iraainenl ilccitiont, ukIi m Dk ircMmeiil oT kra tmA pain, or 
Ike ueaimcai ot pnitlale or hnasl oinccr. 

• The phyiieiini oirini for ihmc pitimlk rtevive a eianprehaiM-rv fesnti>'. ihe SM ART'^ 
Rcipilry, ihM li«l» isKh uf their lalienle a-alb a ehmnic iHaeu, tpevilw papr in cmv lhai exirl 
for eidi ptiKnl, anil hna Ahi pnictacc'a nveral pcrfomeaiKc in the niaiMfeincM of ehtniMe 
daietae ciimparca to llKir peera. In aaMllam paateol-apecilh: ‘Taction" akoeta are provideil to 
Ike piniaciaa to pince in each piUem'a ckan. 

• The rcMilnt uf Ihit prvyram we anfa cw ix: 

> hi iNir 3007 meanker wiiafaeiuin save)', we fcaad that percent of anembcn were 
lauilTed wirii ifaeir Health Coach maerunce anil W perceiu were utla/icU with lhc« 
ovcrail pni{PBni experience. Ninelf'four penent saad they wDuld recommend Rk 
proiinm to nlhen. 

> Morocner. 97 pcrevnl of meinhrrv with ehnmie vonditiiina indkntcil that they were aMv 
to Mhna their Health Ciucha guabrns anil newt) HD petecM of Ihoc memkerv rcpniteil 
an anpmaeil abifaly to cnmniunicale with then health care pativider aa a leiali of apeaking 
wnh a Heakh Coark. !&ixiy pcrccni uud that apeaking unh a Heaik Coach alfected the 
qualaty o^ core they received from their health care provider. 

> Thmugh prrveiainn of comp l acaticaB and trlapaea of chronic illneaa. there was a 10 to 15 
pereeta mivetinn in Ihe use of inpatwnl hmgalal days nnd of piulesaianal atrvxea sseh as 
ulTioe visile, 

> Overall makcal cost trends came down I .S to 2 pceiceni a year one of the pengnim and } 
to S percent for year rao of ike program. 

> There have also been mcrcaaes in specific qnality ■dacaters related to each of ike chieoac 
cendilscan. 
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nu> Moliuitc AiivMlHfc mnnhcn haw cnlhutiMKally cfntnucil ucllncu pcuynint. At 
InikfiaKlauc Ulue Clott. <lufin; 2UUA ortttHJOOO soMon enrodod ■ our fllncu pio^mt, 
<fc<iBiMd to (ncouniBf uid inomoM healthy, actnc lifntytn. Ahootl 6(1 percent of thne Knion 
cimipiclod iIk (ni||tan< bitsEl of 1 20 vitiu pcs yea>, liiHihle the tshe of iiur siinAtcdhcsrc 
memben aho entoUed a Ac ptnya 

Ai n dh t' i pfv^irsni have impt i aw cn lc i l fur Meclican; A<lcsnt*||c m e iii K r i K is uur PhyMeian 
Home Vtatt program. This ptu^am H tupetcii a koepinp komc-boual mcartocn healthy These 
memhers are wme of mcoi inedKally frail meohben vte have, but their aderiying condition 
it olha N hmicr ki them keepmg appointmentt lor pbysioian vititi, and in the abaenue of tianely 
ctae their ucndltioo detenorates Hcaoc tisits by a pliyttcain are an ideal solMka. but no kaper 
avaahibic to most of our mcnifccn. Therefore, we idemilicd a group od phyveiant willing lo 
make *1kHiic lailla.'* Our pnignim preniAn for a pbyiieian ki ciindoet a ptvNctiic home lint to 
utoA mcatcK. aod ihcn the physicua peoiidet Ibilow up care as needed This physlcun also 
coordinaws care uab the aaemher't pratai) core physioan and caber specialty physicians as 
naolnt While <w pungniin only began bit year, iithcr heallh plaor have imp b iiicnloJ eiawbr 
progmnw and seen hl^ ktelt ol'mearber saisliKliou, Improved control od ehraiilc illnesses, and 
reduced use od emergency services 

FliiiBy. iin an capoing basis we paovide Mediewe Adwntigc atembers vtlth aucess lo core 
cooidinatica ihioaghoa ibeir health core experience. Examples od this are prooctivc 
caordinaatnt of post-hospitnliraka care niwcb Whan a member is urhedultd fiir an daclnu 
admission, sneh as a bilal hiicc rephuemeni, we teach out In the metiihcf in idemllS then 
anlii-ipalcd post-hmgnial neoAc evo rd inj ie with their surgtim. and Iwgm to nwliu arrwtgxanrnlt 
for |KW»-hnspital cari, soch at luhahililatinn. hrfort the member aclually geos to thr hospnlal ha 
seiccical cosesv w« have ideatined linpnitanl pac^iperalive ritU dait needai to he resolved heftoc 
stogtry Upon dochargr. wo follow up wslb III hoars of disebargr lo make sure dw mtmlKT 
uadctslaaili lliew ptMklHM|iiUi Ircaunetil plan and llial all netcasary usre has, in rael. been pul In 
pbee 


« 
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Dur pnignmt tue cncMIy tcledeil ki Mod Ilic kiutl neok or our m o ofe er v, hui ore kimiUr •« 
those of other health pkini. In fact, matt Medkore Athmiia^ plant oflcr theic typct of vahnible 
tmvo III Ihtir nKtnhctY Tht laiant fcnmlion of mncnaticw huiltit tv"" ll*t Itwnt health 
intmocc piira hat« letimni over the poti decade abod outreach tuategiet that vtxxl, aboui 
inotntivet that meoancr healthy HfeityV chanicn ad the um of «f1tcttt« traalmcsis. aal about 
how to uneL pulktita' pni|rtM< in iihuiniiig rturamtcralad cote. Vrhtk tnaditHitail pofSulaCKd- 
hjitd appnitKhet have olTcrcd cducotKail nutctiali and other tervwet to indtciduab ideniifled 
aa havini certain armliliiim. a pintinKaumlKr of plant arc now impkmmtmg imihi- 
dimentioial pre^amt that oiler cutiomued core to rtflcut the tnemy ol each individaal't 
ilincta. 

Tor eumpie. an asthma pitaeni who km enpenenoed awalnike nv* ■<> <bc emergency room 
would reucivc <f)ccialt/cd mention. atchiAaii refshir phisc ci a ailt n liont with a niinw; caac 
nuiu^er. Amnher nwknai pitteiu who ako uitYen Itoan dc^ietMon would te paired with mnet 
and social workers who could (eovidr a more aMamne level of caoc nmraBement. Yet another 
aallinu pacem who takes hit mediuilioih itiuilacly and hiw aol liad any recent enacr)ienciet 
would receive quaraerty ncwtlctaen and aceeat lo a aoU-ftee hotlme to he can contact a nurse 
wida qiietlioni <a amcemt 

Thrtsqih all of darse activitinc. heaMi aasurarKc plans are wceking on a daaly baam to add value to 
the L'.S heulili care tyilena imt Improve paiaem caec f« Aaicncam - Inihallng Moduare 
hencftciaria - who have chrnaac coaidKKat. By prom cen i g healthy bchattors and prevcnimg 
uanccctaary cnmplicalkww aad heshh ctncrfcnciov our iniHitwIivc hirdi inai pruynimt arc 
promoiin; the beat putaible use of our aoiian't heakh care ddkin and mhancing the health, 
wcH-heini), and prahiclIvMy of the Amcctuin poofke. 

IV. Itie V alMc of the Vt«dlc«rr Advantnne rroeram 

The cnealion of the McdimK Advanlaye prvyram. »< ni iiaa wid and revitali/od under the 
MedKarc Moderautauon Act of 3003 IMMA I. ku pent ided taluible upponunilies fa teniort 
and deahlcd Amcricam to boaefil fiom the innmmiom devekred and impictawmed pnrtine 
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healik muinok.'C plaM. Ntart} 9 milim hcncfitainet turrcnll) cecciw lii||h qiuhly (uvcnyc 
thmui^ the ModKirc pnignim 

MedKve AdtuMuge plMt allef * dllScrcnl appruiKh In kcalih taie dun bcner«:l«lc» etpencaee 
ladcr the Medicare FFS piofinim. Inttcod ot focusing almost exchanely on licieag 
famfaciiciist when they art lidi or niimnl, w« aluo plane a atmaig eugih a i n i on pnecvnlicv heaMi 
case sovlces that help to keep bencfluortes heahfey, delect diseaaies ai an early stage, and work to 
avoid preventdMc illnesses 

Ihe cteanic core iniiiatnes miltnecfl ■ the previous seciaon have special signiAcanoe foe oau 
iBlion's Medicare benrficiaritt. Independence Blue Creaa and other Medtcare Adsarasge plans 
fuse heoa aa die rueerennl in odTeiing esue oiMedinalinn and manageincae icrvioes that aae not 
avaihible in the Medicare ITS program. The entire scope <d pnvaae sector slrategics - Ihim 
hsaMi cxeaching So predicthv nKsleltng to cutlamiaad cate plans • are an inlcgral part of the 
salue hencflcaiiaes recette ihniugti hkdlcaie Advaiilapc These bencflls are pMIcdkuly 
impcrlant to the frail elderly and erhets with nulrpte chronic condilaons. 

In addition to improving prtaem care for chronac illnesses, iftc Medioaie Advaninge program also 
pmvidB mny adi h eioawil hmefits that aie mt anrhiM ■ the MoAcart FFS brnefns picfcivc 
Acoueding tolheCeatcrsfia Medium; A McAs:aad Senwes ICMSK Mediuirc AdsanUgepfutw 
are providing enrallees niih. on as'crage. savings od almost $90 per mondi - through anprm ed 
benefits and lower euaodpadcca costs - usap n nd to whni they would piy in dur Meda^aie FFS 
peugnns Forcuimpk: 

• Proteedau Annlnst UuMlf.rsefcee Costs: Man) Medlcure Advantage plans prtnide 
protection against high anmal eapendiluies to e ns T that de meat vulnerable bencficHries 
arc not denied lervkcs h e e au se they cannot afTord Ihe cose sbiwig r oq —c J in Ibc FFS 
pregram. la 3<Klt. more than W pccceta of all beneflesanes have access so a phin that has 
out-of-pockrt liiaM iarthryear ofSj.nOOcr Irsa aid M peetenl of htneficiairies hove acceaa 
In a plan option with nusof-pcckel llmils (bt Ihe year nrSIXUdor lean AdAcionully, muce 
than 99 peroenl of beneficiaries can select a plan niA outof-pockel maximutiH for ■paaieni 
hospnal slays. 
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• AHwn«lhy< OTl-ShwInu: McUkiiiv AdtwiUlic plant aim puipwcnlrvcbaKlilRiakl 
pli>ucuiii acrvaccs wHhn reach. Wiihoui McdKire Advaniaitc. aMin>' beneflcainet aouM 
hr naqaapd lo pay lOimvanl nai-rhaniiK In fi> In Ihr doclur nr revrivr a pahv «* prmlMr 
eiiaa Mnllcufc AdtanuiM plana we readily an aiUblctnalaual all Medicare benrflcuinca 
In r iu re t lhaa ixat-fhaiag it n« a tamer to drew aneded wraxea. 

r \Male nadMKnnI MedKaac hat a 2U peiceni co-intunarec fer primary care vitiu, many 
Moheaie Ailvaitlayc plaan nner rea nr law cn-paynacaat Sol} pncml iirbaacrieiaiiea 
hanc iKoeta to a plan nidi an ciHl-thann; ter pnmary can yltiUw and alrootl 119 pcncac 
ofhvfKfkianr* can wlcel a plan mdi 1 10 or ktt » a na-payntml Tur primary care t-fiilt 

r Ocar 411 perenaa of afl MedBrare Advanlato ptaan do no* charge cna-thamig fre 
mr e cningfc for pnituic. pclcic, and hreiM canor acraanitit- 

• ,\4dlttanal Bencfltt: Medicare AAaninre nlint alto often provide covmur <nr bentOlt not 
iifined hy FFS tnch at |«r>mlne «y« and hearinf ctatm Atoul HO pncmi od all Medicare 
Advaniniic plant nllet cncerape tor drete benefltt. 

In additinn. CMS hm rclemod findingfc'* tJaiwrag drea ModXare Advantage cmnllcct - when 
compaitd to bcnrfidaiKi aith only FFS coverage - ret lett likely to report that drey hiice no 
dwacr, lem likely to report dul they lane mi pi i a i mniivw of care, md k«t likdy in report tiail 
they haare tioiible getunii needed hcahh care aervKcn. CMS inda-arct, bnied on 2U0<5 daiiL dun: 

• 20 p o re e ni odtreneixiario with FFS only reponed they did not lane a utnil doctor, 

UMiiparcd to only R petvcnl od Medicare Ailianlagc ennillce*, 

a ITpereentodbenelllclancii w ith F'FS only inid Oey delayed care became of coat- ivreapared 
to oad)' A pearani od Mndreare Advaniagr caardlrrt. and 


* t-MIC -Manoa* aOimnpc ■ 31I'',* Mnti Mr 
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• fVfuftil of N:ticrK.iMm> ilfi f'f'S iiAl% k««l (hr\ luJ Iiouhlc (»c1Uti{i circ. tiMti|Ufctl lo iHily 
[vavifl of ModKirc A>I» miajc cnmllw^ 

I inill). I wjm K) kighhcht the tlniiincmf • Mill' survey ' repinlinii ihc role 

Mc<)K:arc AJvHiIJsp; plus in pntv iilmg linillli i«.sun<y In ^iciluHrc bciurriL-unw 
Aivonlinx lo tint percent ul Mcdicjiv AdvjnUtfc cnmlko iiKluilinx 62 pfrccnl <■! 

lim-ttKiiiiK heitcrKtwiiN Miiiiliiiry vi^vilil «k rp hjiinr iiflhr hi'iilllt csrc IrcaSiacnh Ikev 

cumcnlly aveive il the npttoa ut choutint; ii Vlixtcare AdvintAxe pliin «u l4.en ivkjy. Ancefecr 
A? pcrvinl kjni Ihiry vnvild psy hrxhrr <ul*sd'-p4Kkt't oisth if iIk iifAnvi itf i^iHisinj u Vltvhcin.* 
Advinupe plan was uken iwjy 

Ihc AHir vurvey dlvo kvdd thil MCi petrent u< evncllcurm enrofted ■ Mcdiun: AdvanUiK arc 
s-ihu/Wd uith ihcir ixni-ri^i- mmll ftahsir tinihnyri <dHnA ihm ;i larpv mijiincy itriHni*nt~ inrs 
arc uluCted uidi the quality ul luic they receive l'9J percent i. tV: aumher of iSxtccs Iren wfeB:h 
they can rhiKK ft."! jvnvnl) Ihr hmrfil* Itiry rtvmc iKd (H'»t%n«l. Ihc mvcrup lliry rccnn- (in 
prevcniivccarc (H' pticcniL the* uuc-iil-pk.c.acl cutu fhll turventx and ihe tuverape they 
nvnve Ihr piwrTfvrt dnijp <?h (vnyrnl 

V, C'uncluviun 

rhank ycu for oinaidcniip <ni ptrvpcvlivct the Medicare AdvaiilipefinipaiB. We i^iprectnl: 
this i.'ippniiunity «o tectlly ahnji ihe mk hcaMi inrunmx plant arc pLiyinc • picnidinx NWdicatt 
tunelKiafiea with liiph quality. aflmihiMe. cnnircrliniuve liratlli cntciun; We wpe Itie 
tifhcnmniillcv v> cccilinue In tuppnit ackqiailc Kandinx <nr the tytKm nf ivanpcriliory chnipc. and 
infan alien tiul ii delivcintf uniiiip and vwke ki ncuily 9 milliiin Mcdicjie .\dvanlapc eecnlkw 
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Chairman STARK. Thank you. 

Dr. Lyons, were you guys in business in 1997? 

Dr. LYONS. Yes, sir. 

Chairman STARK. You were offering those same services to your 
members in 1997? 

Dr. LYONS. Some. Not all. 
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Chairman STARK. But you offered them? You offered the same 
kind of a program that you just outlined? 

Dr. LYONS. We did not have our comprehensive Connections 
program at that time, Mr. Chairman. No. 

Chairman STARK. How about in 2003? 

Dr. LYONS. It was not as robust as it is today, no. 

Chairman STARK. All right. Let me just run down the line. And 
I know you don’t like to cheer for your competitors, but — and they 
are not really your competitors — but Pilgrim in Boston, Puget 
Sound in Seattle, Kaiser in California, Ford in Michigan, 
Marshfield Clinic in Wisconsin, would you say they are all similar 
to the kind of a plan you just outlined? 

Dr. LYONS. I think they do. They are well-known for their qual- 
ity, sir. 

Chairman STARK. No. But they have the same general disease 
management and all of these things that 

Dr. LYONS. Many of them do. NCQA now certifies these kinds 
of programs and organizations. We all submit data to them. 

Chairman STARK. And they were all chugging along in 1997, fat 
and happy at 95 percent of the AAPCC. And many of them, I am 
aware, operate at less than 100 percent of AAPCC. Why should we 
pay them any more? 

Dr. LYONS. The investments that have been made in systems 
that aren’t tied to delivery systems, systems that are more open or 
substantially more, it is much harder, actually, to engage physi- 
cians who aren’t on your payroll, who actually aren’t part of your 
delivery 

Chairman STARK. Well, not all of these guys have docs on their 
payroll. Kaiser does; it is a staff model. But not all of them do. 
Many of them operate as managed care plans, and they — well, I 
have trouble. 

Are you familiar with what is referred to as boutique medicine, 
as provided generally by primary care docs? 

Dr. LYONS. Is that where physicians opt out of the Medicare 
system and take 

Chairman STARK. Or if they are not in the Medicare system, 
they charge you maybe 1500 bucks and you get 24/7. You get their 
home phone and 

Dr. LYONS. You know, that sort of arose a few years ago. I 
haven’t heard a lot of it recently. 

Chairman STARK. Well, it could be done. When I go into Medi- 
care, it will cost you taxpayers nine, ten grand a year. And so for 
15 percent over, I could get a boutique and have a full-time — ^you 
know, just like the President or somebody else, or a movie star, 
have a full-time physician, basically. And I think that is great. 

I just guess I have trouble figuring out why we would pay for it. 
And I would ask Dr. Thames. United Health Care basically is the 
insurer with whom you contract. Is that correct? 

Dr. THAMES. Yes, sir. 

Chairman STARK. And they sell a Medicare Advantage — they 
provide you the Medicare Advantage policy, and you put your name 
on it. And if I buy a membership, I can get it through you, but it 
is basically operated by United Health Care. Is that 
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Dr. THAMES. You get it directly from them. We don’t sell any 
policy. 

Chairman STARK. And they don’t offer the private fee-for-service 
plan, do they? 

Dr. THAMES. That is absolutely correct, sir. It is against our 
policy to support private fee-for-service plans. 

Chairman STARK. And I think that I recall in this conversation 
some time back that Mr. Novelli, your chief executive officer, said 
to me — and I don’t think I am quoting him out of context or incor- 
rectly; if I am, you should let me know and I will set the record 
straight — but that he felt that they should provide these plans at 
no more than 100 percent of fee-for-service costs. 

Dr. THAMES. That is correct, Mr. Chairman. 

Chairman STARK. So I think you are to be commended for that, 
and I am sure that — is Independence Blue Cross going private? Are 
you going to become for-profit? 

Dr. LYONS. No, sir. 

Chairman STARK. No? 

Dr. LYONS. No. We are merging with Highmark Blue Cross. 

Chairman STARK. And are they not-for-profit? 

Dr. LYONS. They are also a hospital charter organization, just 
like we are. 

Chairman STARK. You are going to stay nonprofit? 

Dr. LYONS. Yes, sir. 

Chairman STARK. Good for you. 

Mr. Mattes, in your hospital, how many physicians have privi- 
leges there? 

Mr. MATTES. We have 43 on our active medical staff. 

Chairman STARK. Have you got a lot more in the community 
than that? 

Mr. MATTES. No. That is the entire county. 

Chairman STARK. That is kind of interesting. You have got 43 
doctors and 21 plans. 

Mr. MATTES. And only 25 beds in the entire county. 

Chairman STARK. Do you need one plan for every two doctors? 

Mr. MATTES. Well, I was thinking the same thing. Actually, we 
believe there will be more plans. We are aware of some that are 
being sold in addition to the 21 that have actually hit our door. 

Chairman STARK. As I say, does it really offer a lot more choice 
in your what we will refer to as a rural community without de- 
meaning you, I am sure 

Mr. MATTES. Well, there is choice in plans but not choice in pro- 
viders, in reality, because we live in an isolated part of the State 
where they have to travel over a mountain pass. 

Chairman STARK. I understand that. Does every plan let you 
have every doctor? 

Mr. MATTES. Yes. 

Chairman STARK. So if I signed up with any one of the 21 
plans, I wouldn’t be denied the opportunity to see any one of the 
43 doctors? 

Mr. MATTES. Well, I will take that back. One of our plans is a 
PRO plan. So that one has to have members signed up for — partici- 
pating members in the plan. And I don’t know whether all of them 
are signed up for that one or not. 
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Chairman STARK. I guess I wanted to ask Mr. Lipschutz, in 
California I know that we have attempted over time to deal with 
marketing. And I don’t know what the restrictions on these types 
of policies — I don’t know what you would call them, like AFLAC, 
where you get sick, you get 50 bucks a day. And those are the types 
of plans you are referring to that are sold under the guise of being 
Medigap. Is that 

Mr. LIPSCHUTZ. These Medicare Advantage gap plans that we 
learned about are essentially limited benefit plans that are bundled 
together, such as hospital indemnity plans, plans that will pay 
out 

Chairman STARK. But just help me here a minute. They don’t 
offer anything but a fixed amount per day, regardless of what trig- 
gers it. Otherwise, it would seem to me they would come under the 
Medigap rules. 

Mr. LIPSCHUTZ. Correct. It is our understanding that the cur- 
rent anti-duplication provisions in Federal law apparently allow 
the sale of these types of products 

Chairman STARK. Because all they offer is so many dollars a 
day? 

Mr. LIPSCHUTZ. Pay a cash benefit, yes. 

Chairman STARK. Pardon? 

Mr. LIPSCHUTZ. They pay out a cash benefit when people incur 
expenses. 

Chairman STARK. That is it. And then you can then spend the 
money any way you want. They don’t send it right to the doctor or 
the hospital; they just send you a check for X bucks a day. 

Mr. LIPSCHUTZ. Correct. 

Chairman STARK. But I think what your testimony was saying, 
they are thinly disguised or suggested in the marketing approach 
that they are Medigap, as people remember buying it from AARP 
or Blue Cross or whomever. Is that a fair assessment? 

Mr. LIPSCHUTZ. Based on what we have found in advertising, 
it looks like to beneficiaries it is pitched as just limited benefit 
plans that will pay out cash benefits when you need services. But 
to agents selling the plans, it is clearly pitched as a plan meant to 
fill in the gaps of Medicare Advantage and meant to be sold along 
with Medicare Advantage plans in order to fill in those gaps. 

Chairman STARK. You are familiar with the California Insur- 
ance Commissioner’s office? 

Mr. LIPSCHUTZ. Yes. 

Chairman STARK. And you have been doing what you have been 
doing under both Republican and Democratic administrations, 
when John Garamendi was insurance commissioner? I don’t know 
who it is now, but 

Mr. LIPSCHUTZ. Steve Poizner. 

Chairman STARK [continuing]. Do you find them to be pretty 
even-handed, pretty effective, pretty good at governing insurance 
agents and practices? 

Mr. LIPSCHUTZ. As far as we can tell, yes. However, in the 
Medicare Advantage context 

Chairman STARK. Keep going. 

Mr. LIPSCHUTZ. All right. I was going to say 
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Chairman STARK. Let me ask the question. It sounded like — I 
have figured it out. But you go ahead. I know what you are — go 
ahead. 

Mr. LIPSCHUTZ. Thank you. In the Medicare Advantage con- 
text, the jurisdiction of State departments of insurance is, by and 
large, limited to the regulation of insurance agents selling Medi- 
care Advantage products, and the individual State departments of 
insurance have very little jurisdiction over the actual Medicare Ad- 
vantage plans themselves and Part D plans. 

Chairman STARK. Let me say it another way because Mr. Pom- 
eroy would say the same thing and I think it is an important dis- 
tinction here. CMS can regulate the plans, and CMS federally can 
fine Dr. Lyons’ plan or United Health. But CMS can’t — if Dr. Lyons 
company were to employ a broker, an independent agent — I don’t 
know. Do you do that? I would presume 

Dr. LYONS. No. We have our own staff. 

Chairman STARK. You sell all direct? 

Dr. LYONS. Our employees 

Chairman STARK. You don’t allow insurance brokers to sell? 

Dr. LYONS. Yes. Within our market area, we only have our own 
staff. 

Chairman STARK. Other Blues do, though. Other Blues allow 
brokers. And what I am trying to get at is the Federal Government 
has not ability — they can punish Dr. Lyons’ plan, but they can’t 
punish or regulate the individual independent brokers or agents. 

And it is often the plans who have great intentions, but then 
they pay a commission to any sales person operating under State 
licensure who are very aggressive, probably good at what they do, 
but sometimes they may cut a few corners on explaining benefits 
and selling in the best interests of the consumer. 

And I just wanted to see if you would agree that that would help 
us in California if somehow we could let the State commissioners 
who — at least in California, I think, and I am sure in Pennsylvania 
they do as well — regulate sales practices. And would that — it 
couldn’t affect your plan. Correct? I mean, because you do it di- 
rectly anyway. 

Would it affect your plan. Dr. Thames, if the States in which you 
operate 

Dr. THAMES. Mr. Chairman, it could affect it in Florida. On the 
other hand, we don’t allow all agents of United to sell AARP prod- 
ucts. We have special requirements of the agents that sell those 
products. They are required to do outbound follow-up calls after 
sales 

Chairman STARK. Would it trouble you if the various State in- 
surance commissioners were 

Dr. THAMES. No, sir. It would not trouble us at all. 

Chairman STARK. I guess that is the point I was trying to get 
at 

Dr. THAMES. Yes, sir. 

Chairman STARK [continuing]. Is that the companies can have 
the best intentions but can’t often control the independent agents, 
certainly as you do. And that might be an advantage. 

Thank you for your testimony. Mr. Camp, would you like to in- 
quire? 
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Mr. CAMP. Yes. Thank you. I would agree that Mr. Pomeroy has 
a good point, and I spoke to him informally after he made his com- 
ments. 

Dr. Lyons, you were beginning to sort of talk about the costs of 
engaging doctors not on your payroll. Could you just elaborate on 
that a little bit? I don’t know that we got the complete thought 
there. 

*Dr. Lyons. Thank you, sir. In order to set up systems of care, 
particularly systems that monitor quality of care and promote con- 
tinuity of care, you either have to. A, have physicians who are 
aligned in a system because of contract economic incentives, or B, 
you have to put an infrastructure in yourself. And we have done 
the latter, and that is what many plans have done over the past 
five to six years, put in extensive infrastructures of quality man- 
agement and care improvement, to act as sort of an overlay to the 
system to promote quality. 

And if I may just briefly continue, there is no question that there 
is good evidence that this does work. We see sequential and statis- 
tically significant improvements across a wide variety of care out- 
comes. There is very limited opportunity to compare our care out- 
comes with fee-for-service, but when those comparisons have been 
made, for example in the well-cited study by Stephen Jencks in 
2003. There was no question that Medicare Advantage plans in 
general produced better clinical outcomes than were extant in the 
fee-for-service system. 

Mr. CAMP. All right. Thank you. 

Mr. Mattes, you mentioned, I guess in response Mr. Stark’s in- 
quiry, that because there are 21 plans and they cover all your doc- 
tors, that they don’t really negotiate much in terms of discounts. 
Yet in your testimony, you said Medicare Advantage carriers will 
use market leverage to force discounts in payment rates. And then 
you go on to say that those are provided to beneficiaries, but that 
hurts small hospitals such as yours. 

But clearly, are they negotiating discounts and leveraging or are 
they not? 

Mr. MATTES. Representative Camp, the comments in my testi- 
mony were prospective. We are not negotiating with any of those 
plans other than we have one PPO contract. However, it is my un- 
derstanding that fee-for-service plans can, when they aggregate 
enough volume, initiate negotiations with providers. And our fear 
is that they will attempt to leverage us in those negotiations. 

Mr. CAMP. So you are concerned that this is in the future. If 
this plan is allowed to continue, they will actually negotiate dis- 
counts for their beneficiaries in some fashion. 

Dr. Lyons, can you briefly also explain in a little more detail 
some of the benefits your plan offers that traditional Medicare does 
not, and efforts in terms of coordinating care and wellness? If you 
could just comment on those, I would appreciate it. 

Dr. LYONS. Yes. You are welcome, sir. I would sort of put them 
in three categories. At the front end are prevention and wellness 
services that are not provided to fee-for-service beneficiaries. This 
would be coverage for services that are needed to prevent disease, 
reminders and promotion of those services, and then a fairly broad 
array now of what we would call lifestyle modification programs — 
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smoking cessation, fitness. Probably our most popular benefit is our 
fitness program, free gym membership to seniors; and of course, 
obesity and weight management, currently the biggest epidemic. 

And in the middle is a series of programs that are largely edu- 
cational in nature, a fairly broad base. But they also allow mem- 
bers who do have specific conditions — we currently have developed 
clinical modules for 21 clinical conditions that actually have very 
intensive education and coaching, more serious events such as 
prostate cancer, breast cancer, and so forth and so on. 

And at the third level, for folks who are actually engaged in a 
chronic illness and are significantly ill or disabled, we have much 
more extensive problems with extensive literature, one-on-one 
coaching, and so forth. 

So that is kind of at the core. More recently, as we have tried 
to work with our delivery system and fill in the holes and gaps that 
we see, particularly around frail, elderly care are our homebound 
physician program. 

Mr. CAMP. Thank you. And I don’t mean to interrupt, but I am 
running out of time. But this comprehensive approach, is that suc- 
cessful in keeping patients healthy and out of the hospital? And if 
so, has that reduced cost? 

Dr. LYONS. Yes. Both. It both improves clinical outcomes — we 
measure them regularly, we report them regularly, and we do have 
data that shows that there have been statistically significant reduc- 
tions in both in- and outpatient care for the managed population 
compared to the non-managed population in each of the three and 
a half years since we launched our robust programs. 

Mr. CAMP. And is traditional Medicare capable of offering pro- 
grams like that? 

Dr. LYONS. No. I don’t see how the program could. I am privi- 
leged to serve on the Advisory Panel for Medicare Education, and 
I actually have chaired the panel the past two years. So I have a 
wonderful window seat to see all of the wonderful innovations that 
the fee-for-service program is bringing. But to get to that level 
would take substantially more investment, time, and a different 
approach. 

Mr. CAMP. All right. Thank you. Thank you, Mr. Chairman. 

Chairman STARK. Ms. Schwartz, would you like to inquire? 

Ms. SCHWARTZ. Thank you, Mr. Chairman. I appreciate it. And 
I thank all of the panelists. And I did want to start with, I guess, 
my own home-grown — not a constituent, I don’t think, necessarily. 
Dr. Lyons, but 

Dr. LYONS. Almost. I am just over the line. 

Ms. SCHWARTZ [continuing]. But I certainly wanted to talk 
about some of the things that you have talked about, and hopefully 
be able to talk a bit more about some of the private fee-for-service 
plans, which I know you are not talking about. 

But I was interested in the fact that — I wonder if you could give 
us more information about some of the successes. I mean, you real- 
ly talked — and many of us here, the only real statistics we end up 
hearing about the success of more managed programs and more 
prevention are really patient satisfaction, which is a piece. 

That is fine. But really, I think one of the things we ought to be 
really concerned about is actually have we really improved out- 
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comes? Are people — their health status improved, actually? And are 
we doing it in a more cost-efficient way? That would be helpful to 
know. Do you actually have hard data on that and — well, why don’t 
you answer that first. And then I wanted to know how much more 
it costs. 

Dr. LYONS. Yes. Yes, ma’am, we do. We have data about all 
three of those arenas. So when it comes to — do the systems we use 
to promote prevention, do they work? And I would say the two 
major pieces of that are we actually measure and monitor and re- 
ward primary care physicians for superior performance in preven- 
tive care. So that would be programmatically what we do, number 
one. 

And then number two, we have extensive outreach campaigns 
with members to promote the use. And we use a scientific survey. 
We report the data publicly. And there has been significant im- 
provement from the times that we started the programs. 

Also, if we do plateau, we gather clinicians and just, as an exam- 
ple, some years ago it was very clear that there just wasn’t enough 
interest in the radiology community to provide basic mammography 
any longer. It just wasn’t something they were — so we brought 
them together, brainstormed, and improved some access issues. 

And so, yes, we can show you how that over time 

Ms. SCHWARTZ. I would be interested to see some of that hard 
data because otherwise really it’s so much — ^you are not required, 
though, to give that to CMS or to the government? 

Dr. LYONS. Well, actually, yes. We do report all of our clinical 
outcome studies via NCQA to CMS, and also via annual — including 
utilization data. I know that came up earlier. But we do provide 
utilization. 

Ms. SCHWARTZ. There is a lot of utilization data we don’t actu- 
ally get. But again, utilization is different than outcomes. And that 
is something that we are really interested in. 

Can you tell us how much more you get paid under the Medicare 
Advantage? 

Dr. LYONS. Well, I am not an actuary. Congresswoman. But 
what I would say is that 

Ms. SCHWARTZ. Well, we know on average that nationally we 
are paying 12 percent more. Are we paying you 12 percent more 
for Medicare Advantage? 

Dr. LYONS. We don’t think so. No, no, we do not think so. Our 
actuaries do not think that the overpayment in our market basket, 
the five counties of Philadelphia, even approaches that much. And 
what we really focus on, because we are a legacy plan who have 
been out there for a long time, is really what happens year over 
year. 

For example, in 2007, our payment increase from CMS was zero. 
It was flat. We got nothing, at a time when healthcare cost infla- 
tion in Philadelphia — which as you know is medically rich; it is 
really 

Ms. SCHWARTZ. Yes. We have great assets. 

Dr. LYONS. We have great assets and high use of great assets. 
And so our 

Ms. SCHWARTZ. But you are saying you don’t know how much 
more you get paid for Medicare Advantage than 



150 


Dr. LYONS. No. As I say, our own studies think that it is a triv- 
ial difference, that the difference between Medicare fee-for-service, 
given a lot of the complexities and nuances about our payment 
stream, is very little different from fee-for-service beneficiaries. 

And what we do know is that medical inflation in Philadelphia 
typically runs anywhere from 6 to 8 percent. And when that gap 
intrudes itself, we have nowhere to go with 

Ms. SCHWARTZ. Yes. But I am sorry. That is not the question 
I am asking. 

Dr. LYONS. Yes. 

Ms. SCHWARTZ. We actually have a President’s budget that is 
not acknowledging any medical inflation at all. So inflation, med- 
ical costs, they are either flat funding or cuts. So that is really 
barely on the table. I mean, we are actually raising that as to 
whether that is reasonable. 

But my real question is that you are providing these additional 
services — well, you actually didn’t really say they were — well, some 
of them are services. But how much more does that cost you to do 
that? You can’t tell us that, or you don’t know it? 

Dr. LYONS. I know what our administrative costs are. I do know 
that. As to the question of how our payment rates relate to the fee- 
for-service system, I don’t have a specific answer. But I could cer- 
tainly find out. 

Ms. SCHWARTZ. One of the things we are obviously concerned 
about and interested in is that if we are paying — the public tax- 
payer is paying more money to get services to Medicare bene- 
ficiaries, to just some, about 20 percent of our beneficiaries, we 
want to make sure that we are using those dollars well — right? 

Dr. LYONS. Very reasonable. 

Ms. SCHWARTZ. And if in fact it is really very wonderful and 
working, then why doesn’t everybody get advantage of this? And 
most of the Medicare managed plans — I am assuming you have 
said yours as well — is that you can do more for the same amount 
of money by managing it better, by being smarter, by being more 
efficient, by doing prevention. Right? And then they come back and 
say, we still need more money. 

So it is kind of inconsistent. We are trying to figure out if there 
is a way to actually say if you really are saving lives and keeping 
people healthier, having better outcomes, then you are saving some 
dollars. So why do we actually have to pay you extra for that? 

Dr. LYONS. I think, again, these are complicated questions. 
There are no simple answers to them. But my own perspective is 
that the system itself is very badly flawed. In other words, the 
overall healthcare delivery system — we are just a part of it. 

But we operate with a much larger system, with all sorts of in- 
centives that are not particularly well aligned with quality and ac- 
countability, all of which is very well documented in Institute of 
Medicine and other reports. So we are a bit swimming upstream 
doing the best we can. 

Ms. SCHWARTZ. Well, I understand. Actually, I think you are 
being incredibly modest. For those who don’t know. Independence 
Blue Cross has a huge percent of the marketplace in southeastern 
Pennsylvania and is a very big player in potentially making big dif- 
ferences in the creating incentives and the way we do things. So 



151 


I appreciate your modesty, but I’m not sure that it isn’t true that 
you actually have a very big player in the field here and could ac- 
tually be very much of a participant. 

Just one other question. You really talked a lot about prevention. 
You know, we have been trying to incentivize through Medicare, 
traditional Medicare, more prevention, more primary care, and cre- 
ating those same kind of incentives. We have actually had a real 
push-back from the administration about that and from the other 
side of the aisle as potentially not being a useful thing to do. 

Would any of you think that that is not a smart thing, to actually 
be putting greater emphasis, more resources, on prevention and 
primary care? 

Dr. LYONS. Congresswoman, I would put on my advisory panel 
hat for just a moment. I don’t know, candidly, the administration’s 
posture. I know at the panel meetings, we panelists have regularly 
heard from CMS staff about all the things they are doing to pro- 
mote prevention, including systems that would actually somewhat 
mirror what we do, which is getting out at least reminders and so 
forth to folks, allowing you to set up sort of web-based personal 
health registries and so forth. 

So I think they are making progress. It isn’t anything such as 
what we have and are developing, but still I think important steps 
are being made. 

Ms. SCHWARTZ. All right. I have many other questions, but I 
think my time is up. And I yield back. 

Chairman STARK. Mr. Becerra, would you like to inquire? 

Mr. BECERRA. Thank you, Mr. Chairman. And thank you to the 
witnesses for your patience and indulgence. We appreciate your 
being here. 

Let me begin with Dr. Thames. It is Thames? 

Dr. THAMES. Thames, yes. 

Mr. BECERRA. Dr. Thames, thank you for being here. Private 
fee-for-service plans, I think you have heard a little bit of discus- 
sion about the private fee-for-service plans. I know there is a great 
amount of concern about the private fee-for-service plans, not only 
because of a lack of oversight, but because they seem to be pro- 
viding a lot of offers but less in actual services and value for serv- 
ice. 

And so I am wondering if you can — and if you have already an- 
swered this, I apologize — but does the AARP’s plan that it uses 
with some of its private insurance company providers work with 
them to provide a private fee-for-service plan to its AARP mem- 
bers? 

Dr. THAMES. Absolutely not. We have a policy, AARP presently 
and for a number of years, which is not expected to change, that 
says we do not support private fee-for-service plans. And we don’t 
plan with our present provider to offer any such plans under Medi- 
care Advantage or otherwise. 

Mr. BECERRA. Now, and if you can do this briefly, give me an 
explanation. Because I think most seniors who are listening who 
may understand the difference between a fee-for-service traditional 
Medicare program, which they are accustomed to if they have been 
on it for a while, as opposed to a health insurance company prod- 
uct, Medicare Advantage, called private fee-for-service, they might 
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think they are getting the best of both worlds. They are getting fee- 
for-service but in a private setting. 

And can you give a brief explanation of why you avoid using pri- 
vate fee-for-service plans? 

Dr. THAMES. Yes, sir. I will try to keep it very brief First, they 
are the highest paid of the policies, and again, our policy is for eq- 
uity in payment, as MedPAC and others have recommended. So 
that is the first thing that would not qualify them. 

Mr. BECERRA. And when you say paid, meaning government 
payments through Medicare for the insurance carrier? 

Dr. THAMES. Eighteen percent more than they do for traditional 
Medicare. Secondly, they are not required to belong to quality im- 
provement organizations, and we believe that that should be part — 
as it is for the other Medicare Advantage programs — a require- 
ment. 

Third, they are not required to do coordinated care, and we feel 
that is very important both in better medicine and lowering costs 
for medicine as a whole. And last — or perhaps one of the other rea- 
sons, at least; it may not be last — ^but at least one of the other ones 
is from what we have seen, most of the complaints that come in 
that we have looked at come from problems that are with private 
fee-for-service plans. 

And again, another reason is we don’t believe in balanced billing 
for people on Medicare programs. 

Mr. BECERRA. So I thank you for outlining the Medicare Ad- 
vantage problems with their private fee-for-service plans. Let me 
ask you this: As a doctor, if I needed to get a hearing aid, what 
is the average cost or what am I looking at in terms of a cost for 
a hearing aid? 

Dr. THAMES. Well, you are looking at — and it is of interest that 
we are looking at hearing aids because so many of our people want 
those — ^you are looking at from something like Miracle Ear or some- 
thing along that line for just a couple of hundred dollars to the best 
digital hearing aids that may cost you $2500 an ear for those, so 
that that is definitely a very high cost item. 

Mr. BECERRA. And so we are hearing more and more about 
some of these Medicare Advantage plans that are offering these 
wraparound packages or saying that they are offering a great deal 
of benefits if these seniors were to switch over from regular, tradi- 
tional fee-for-service to the Medicare Advantage program. 

And I have information here about a program in Michigan, a 
Medicare Advantage plan in Michigan, that lists for those who are 
thinking of switching over to their plan that it provides dental, 
hearing, and vision benefits in their plan. They say that in their 
plan summary, that they provide those benefits in dental, hearing, 
and vision, and that there are no co-payments. 

Obviously, any senior hearing that — no co-payments; I go in, I 
don’t have to fork over any money for going in for that visit or for 
that particular product. But then at the end of the explanation of 
benefits, at the very end, you read the following: “Dental, vision, 
and hearing benefits are part of the basket benefit. The basket ben- 
efit is capped at $700 annually for all of these services.” 

And so in essence, what they are saying is that we offer you 
these benefits. You don’t have to pay anything up front. But if you 



153 


don’t finish reading this whole paragraph or this whole page, you 
won’t notice that you only get $700 worth of this. And so if you try 
to get a couple of hearing aids, you get the cheapest ones, you have 
already used up $500 of your $700 b^enefit. Forget about vision and 
contact lenses and dental, that who knows how much it will cost. 

But is that the way that you allow any of the Medicare Advan- 
tage plans that you work with to market to your seniors? 

Dr. THAMES. No, sir. As I indicated a little earlier, we have — 
the only agents for United who can offer our products are people 
who have had special training on selling those products and being 
completely honest, and fully disclosing to them, and have to take 
tests and pass those. 

Secondly, they have to sign a code of ethics. And last, we do se- 
cret shoppers from AARP — not from our carrier, but from us — to 
ask our people and listen in to the sales pitch and see if they are 
really doing what they say they are supposed to do and what they 
have signed up to do. 

And then, as I indicated earlier, after the calls, we have the out- 
bound follow-up calls that we also require. So we have a limited 
number of agents within that company who do that, and we hope 
that we are going to have the highest quality standards in the 
business. 

Mr. BECERRA. Mr. Chairman, I know my time is expired. If I 
could just ask Mr. Lipschutz one question, and that is: You have 
heard what Dr. Thames from AARP has said, that they undertake 
to do some oversight of these Medicare Advantage plans. Do all 
Medicare Advantage plans do that type of oversight? 

Mr. LIPSCHUTZ. It is my understanding that no, most of them 
don’t. And looking at the United Health plan that AARP has lent 
or sold its name to, other products under that umbrella have been 
a source of significant complaints in the field of marketing. For ex- 
ample, Secure Horizons products in California, they do sell private 
fee-for-service plans, and they are targeting dual eligibles in some 
areas that has resulted in significant harm to beneficiaries. 

Mr. BECERRA. I appreciate it. Thank you, Mr. Chairman. 

Chairman STARK. Welcome. I acknowledge the presence of our 
distinguished gentleman from Texas, Mr. Johnson. Would you like 
to add some wisdom to this, Mr. Johnson? 

Mr. JOHNSON. Thank you, Mr. Chairman. I appreciate that. I 
don’t know about the wisdom part. 

Dr. Lyons, Independence Blue Cross provides physicians with in- 
formation that compares their practice’s ability to manage chronic 
disease against performance of their peers. Do you find that infor- 
mation useful, and do you believe other physicians can learn from 
those comparisons? 

Dr. LYONS. Yes. Yes, sir, I absolutely do. We developed those re- 
ports with their input, and so we try to make sure at the front end, 
sir, that this is going to be useful information, that it won’t be in- 
flammatory, that it will be helpful to them, and actually help them 
give better care. 

I don’t practice any more. I did for many years. I practiced in a 
very rural community. And candidly, I would have loved to have 
gotten more information about care gaps so that I would have 
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known better exactly who was getting what and what they needed 
at the time of their care. 

Mr. JOHNSON. Yes. That is good. Thank you very much. I am 
going to yield to Mr. Camp, if I may, some of my time. 

Chairman STARK. Without objection. 

Mr. CAMP. Thank you. Thank you very much. 

Dr. Thames, do you have information that you can make avail- 
able to this committee about any concerns you have received from 
Medicare beneficiaries on any marketing and sales tactics used by 
AARP’s Medicare Advantage plans? Have you got that information? 

Dr. THAMES. I don’t personally have it, Mr. Camp. I will cer- 
tainly — and my staff people are here from AARP — go back and see, 
since we only began to have these programs since January. But I 
will be happy to provide any material that we have to the com- 
mittee. 

Mr. CAMP. And also, to help us evaluate the effectiveness of 
these plans and the satisfaction people have with these plans 

Dr. THAMES. Yes, sir. 

Mr. CAMP [continuing]. If you have those sorts of complaints or 
any concerns about people that are in AARP’s Medicare Advantage 
plan that maybe didn’t realize they were in it or any of that na- 
ture. I think we are very interested in sort of the sales and mar- 
keting side of this as well. 

Dr. THAMES. Yes, sir. 

Mr. CAMP. And I think that is something we want to try to 
move forward with together. 

I guess I would just say I appreciate all of your testimony. Thank 
you very much. Thank you, Mr. Chairman. 

Mr. JOHNSON. Thank you, Mr. Chairman. 

Chairman STARK. Well, I want to thank you. I wanted to ex- 
plain to the witnesses that for a variety of procedural reasons, the 
House has finished, perhaps an hour ago, its deliberations, formal 
deliberations, for today, I guess for the rest of the week. And so 
many of our colleagues headed home to escape this wonderful 
weather. And I want to suggest to you that your testimony is ap- 
preciated. The efforts in getting here and your patience is appre- 
ciated. 

And I hope, although each of you have some different ap- 
proaches, that just to summarize, I think we could say to Dr. Lyons 
that all of us appreciate the many advantages that are possible 
under a coordinated, multi-discipline practice. And we appreciate 
groups that have the huge resources like AARP, as well as rural 
communities that wish they had more resources, and through mod- 
ern technology and digital imaging may get the advantages of 
group practice over the internet and in other manners. 

And then the consumer advocates like Mr. Lipschutz, who just 
offer tremendous help to congressional offices, who often hear these 
complaints or hear the bewilderment of seniors wondering what 
they now have and why they can’t see the doctor they saw before, 
or why Kaiser is raising their rates so much. I don’t suppose that 
Blue Cross does that, but you hear it. 

And so what we are trying to do is figure out — on the one hand, 
we are hearing the clarion call that Medicare is going to go broke. 
And we have got to figure out how best to reimburse all the profes- 
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sionals who work hard to get the best quality we can. And your 
contributions to enlightening us in that direction are very much ap- 
preciated. I want to thank each of you for taking the trouble to be 
here and helping us. 

And with that, the hearing is adjourned. 

[Whereupon, at 1:04 p.m., the subcommittee was adjourned.] 
[Submissions for Record follow:] 

Statement of Association for Community Affiliated Plans 

Chairman Stark, Ranking Member Camp, and Members of the Subcommittee, the 
Association for Community Affiliated Plans is pleased to submit a statement for the 
record to the Subcommittee on Health of the House Ways and Means Committee 
as you examine the cost and value of Medicare Advantage plans. 

ACAP is a national trade organization representing 37 non-profit safety net 
health plans that serve more than 4.5 million Americans in Medicare, Medicaid, and 
other public health programs. Nineteen of our ACAP plans operate Special Needs 
Plans (SNPs) as an integral part of their mission. SNPs can assure continuity of 
care to dual eligibles ■who may be served by the plan through a Medicaid contract 
with the State or who were enrolled with the plan immediately prior to their Medi- 
care eligibility. 

We have watched as your committee addresses the very compelling issues of cost, 
benefits and marketing practices within the Medicare Advantage program. We wish 
to call your attention to a report. Medicare Advantage Special Needs Plans/Six 
Plans’ Experience with Targeted Care Models to Improve Dual Eligible Bene- 
ficiaries’ Health and Outcomes commissioned by Association for Community Affili- 
ated Plans and prepared by Avalere Health. 

The executive summary is attached to this testimony 

Avalere studied six not-for-profit Medicare managed care health plans across the 
country that entered the SNP insurance market over the last two years. The report 
consists of case studies of six not-for-profit, community-based SNPs and documents 
the variety of ways in which these plans use highly tailored strategies and focused 
care models to provide benefits that go beyond traditional models of insurance for 
dual eligible beneficiaries. SNPs in the study include Affinity Health Plan, 
CareOregon, Community Health Plan of Washin^on, Denver Medical Health Plan, 
Mercy Care, and Neighborhood Health Plan of Rhode Island. 

Some of the innovative services provided by these health plans include: 

• Assignment of patient navigators who are dedicated to helping coordinate the 
complexities of Medicare and Medicaid benefits, 

• Deployment of intensive, high-touch medical case management programs for 
those at highest clinical risk, 

• Links to community services that address homelessness, hunger, and other non- 
medical stressors that can often lead to poor health outcomes and increased 
healthcare costs if left unaddressed, and 

• Enhanced benefit designs that help cover dental care or other services that nei- 
ther Medicaid nor Medicare cover but can contribute to decreased health. 

The report demonstrates that the SNP designation served as a catalyst for these 
non-profit, Medicaid-focused plans to develop coordinated benefit models for dual eli- 
gible beneficiaries already served by Community Affiliated Plans for their Medicaid 
benefits. These plans are uniquely situated to integrate care under the Medicare 
and Medicaid programs. 

You have heard from people appearing before your committee that what works for 
enrollees is when the right plan with the right incentives is available. We believe 
that mission focused plans with strong experience in serving low income bene- 
ficiaries can be that “right plan”. 

We would be happy to answer any of your questions about how we serve Medicare 
dual eligibles or have a member plan present to the committee. 

ACAP Member Plans with Special Needs Plans 

Affinity Health Plan (NY) 

Alameda Alliance (CA) 

CalOptima (CA) 

CareOregon (OR) 

Care Source (OH) 

Colorado Access (CO) 
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Commonwealth Care Alliance (MA) 

Community Health Plan (WA) 

Contra Costa Health Plan (CA) 

Denver Health Medical Plan (CO) 

Health Plan of San Mateo (CA) 

Horizon NJ Health (NJ) 

LA Care (CA) 

Neighborhood Health Plan of Rhode Island (RI) 

Santa Clara Family Health Plan (CA) 

Virginia Premier (VA) 

University Family Care (AZ) 

UPMC For You (PA) 

Executive Summary 

Congress authorized Special Needs Plans (SNPs) through the Medicare Prescrip- 
tion Drug, Improvement, and Modernization Act of 2003 (MMA) to encourage health 
plans to develop targeted programs to more effectively care for high-risk bene- 
ficiaries. Plans have the statutory authority to limit enrollment to one of three spe- 
cial needs populations: beneficiaries dually eligible for Medicare and Medicaid, insti- 
tutional beneficiaries, and those suffering from severe or disabling chronic condi- 
tions. Since the program’s inception, the number of SNP plans and the aggregate 
SNP enrollment has grown dramatically, to over 477 plans with more than 1 million 
enrollees. This growth has attracted the attention of policymakers and raises ques- 
tions about the value of the program and the ability of these plans to design and 
deliver programs that meet the unique needs of special needs individuals. 

SNPs serving beneficiaries eligible for both Medicare and Medicaid (dual eligibles) 
have attracted particular attention, as these plans make up the majority of SNPs 
and have the highest aggregate enrollment. The characteristics of this population 
demonstrate that it is a population with special needs. Compared to the non-dual 
Medicare population, dual eligible beneficiaries are sicker, report lower health sta- 
tus, have lower functional status, and are more likely to be disabled. Medicare 
spending on a per capita basis is considerably higher for dual eligible beneficiaries 
($10,884) than Medicare spending for non-dual eligible beneficiaries ($5,975). 

This report focuses on how six not-for-profit, Medicaid managed care health plans 
are using the SNP authorization to serve dual eligible members through focused 
programs that are tailored to meet their needs. The case study plans are diverse 
and vary by geography, plan size, and relationship to Medicaid programs. Despite 
this variation, all of the plans invest across four key dimensions that they deem as 
critical to serving this population, including: 

• Coordination of the Medicare and Medicaid Benefit. All plans coordinate the 
Medicare and Medicaid benefit and have staff dedicated to helping members 
navigate Medicare, Medicaid, social services, and the health system. These plan 
staff, often called patient navigators or Medicare advocates, serve as a single 
point of contact for members and assist with Medicare and Medicaid eligibility, 
Medicaid waiver eligibility and applications, obtaining medical appointments, 
securing transportation, and other member needs. While not all plans are in 
states that have dual eligibles enrolled in Medicaid managed care, all plans per- 
form this coordination function, relying on their Medicaid plan experiences and 
relationships to do so. 

• Intensive medical case management programs. Both the composition of the care 
teams and the method of interaction with members are tailored towards the 
special needs of this population. Case managers and/or care teams may include 
social workers, pharmacists, and other disciplines as well as registered nurses 
(RNs). The health plans rely on a high-touch model, which provides frequent 
contact between plan staff and members to educate patients on their condition, 
address member concerns, monitor health status, and identify healthcare needs. 

• Links to Community Social Services. The six case study plans also link mem- 
bers to key community and social resources to address the non-medical stressors 
caused by poverty that often lead to poor health outcomes and increased 
healthcare costs if left unaddressed. Plans believe that linking members with 
essential social service supports that address needs such as homelessness, hun- 
ger, and lack of heating is critical to members’ ability to participate in their own 
healthcare. The plans leverage their experiences with low-income populations 
and community social service providers to understand member needs and con- 
nect them with appropriate social service networks. 

• Benefit Design Plans use their Medicare supplemental dollars to fund enhanced 
care coordination services to help members navigate the healthcare system. In 
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addition, they use these supplemental dollars to eliminate coverage gaps, such 
as dental care, that neither Medicaid nor Medicare may cover. 

The six health SNPs profiled in this report are emplo 3 dng new models of care to 
better identify, treat, and manage the healthcare needs of persons dually eligible for 
both Medicare and Medicaid. As Congress and the Centers for Medicare & Medicaid 
Services (CMS) look to promote innovative models to serve high-risk populations 
such as dual eligibles, these case studies suggest that SNPs that have programs to 
meet the social and healthcare needs of the population hold promise of improved 
access, quality, and reduced costs. 

Currently, Congress and other policymakers are examining the SNP program, and 
they are considering additional requirements to ensure these plans are truly meet- 
ing the needs of special needs individuals. Stronger requirements and criteria may 
contribute to greater consensus around the role of SNPs in providing tailored serv- 
ices to these populations. The SNP designation provides an administrative vehicle 
for policymakers to set and expect high standards for plans serving special needs 
individuals. Such standards can also serve to inform the current CMS and National 
Committee for Quality Assurance initiative to develop quality measures for SNPs 
that reflect the population and measure plans’ success at improving access and qual- 
ity and reducing costs. 


Statement of Cathy Roberts 

My name is Cathy Roberts and I am a senior paralegal here at Empire Justice, 
a statewide non-profit law firm focusing on poverty law issues. I work in our Medi- 
care Part D (prescription drug) advocacy project, which provides backup training 
and support on Part D and related issues to advocates assisting dual eligible Medi- 
care beneficiaries in upstate New York and on Long Island, including local SHIP 
(State health insurance program) counselors and legal services offices. We have been 
conducting an ongoing assessment of available services and unmet needs on Part 
D issues in communities throughout New York State. 

Our message to the Committee is that that Medicare Advantage plans are par- 
ticularly problematic for our dual eligible population in New York State. We will 
focus on two specific areas of special concern — marketing abuses and cost-sharing 
for dual eligibles. 

Marketing abuses 

One issue that keeps coming up among our advocacy network is continued mar- 
keting abuses of Medicare Advantage (MA) plans, especially among Private Fee For 
Service (PFFS) plans. Despite heightened enforcement and outreach on the Federal 
and State levels, as well as an aggressive public education campaign by State and 
local government agencies, illegal MA marketing practices continue to victimize sen- 
iors in New York State. 

For example, our SHIP in Broome County has worked with dozens of seniors in 
Binghamton and surrounding areas who received “cold call” visits from an insurance 
agent selling MA PFFS plans during the fall of 2006 and early 2007. 

Many of these seniors were pressured into purchasing MA PFFS policies because 
of misleading sales tactics on the part of the insurance agent. The SHIP filed a se- 
ries of complaints with the State Insurance Department and in January 2008, the 
Insurance Department revoked this agent’s license. The Insurance Department also 
issued a press release warning seniors to be particularly cautious of high-pressure 
or misleading sales practices during the MA open enrollment period. 

We were hopeful that this publicity would have halted or significantly reduced the 
incidences of improper MA PFFS marketing practices in Broome County. Unfortu- 
nately, the local SHIP has continued to receive a steady stream of calls from seniors 
who have been misled by other insurance agents into purchasing MA PFFS plans. 
During the most recent influx of calls, the SHIP learned that seniors signed up for 
MA PFFS plans after being erroneously told by an insurance agent that “if you have 
Parts A, B & D of Medicare, but not Part C, you don’t have a complete Medicare 
package.” The agent(s) had not made clear that enrolling in Part C meant losing 
their original Medicare coverage under Parts A & B. Once the seniors understood 
the full implications of enrolling in the MA plan, they wanted to disenroll. The 
Broome County SHIP office has been helping these folks disenroll and get back into 
original Medicare. 

During discussions with the Broome County SHIP, the SHIP stressed that while 
there are many MA plans who provide good customer service and strive to abide 
by CMS’ marketing rules, the damage done by the “bad apples” — agents/brokers 
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conducting improper home visits to market MA PFFS plans — is considerable. Sen- 
iors on limited incomes are pressured into obtaining MA coverage they don’t want 
or need; the coerced MA enrollment results in a disruption of medical care or pay- 
ment for services (because many times seniors learn after the fact that their doctors 
do not participate in the MA PFFS plan); and it takes significant time and energy 
to help these seniors straighten things out. 

Unfortunately, improper MA marketing practices are not limited to Broome Coun- 
ty. We have learned of these practices occurring throughout upstate New York — in- 
cluding Jefferson and Niagara counties — and in New York City, and some of the vic- 
tims have been dual eligibles. Dual eligibles are particularly vulnerable to MA mar- 
keting abuses since their Low Income Subsidy status allows them to enroll in, drop 
or switch MA plans on a monthly basis, not just during the annual open enrollment 
period. 

While the steps taken by CMS to crack down on MA PFFS marketing abuses have 
been helpful, the problem is so pervasive that a more sweeping solution is needed. 

Cost-sharing issues for dual eligibles 

Some dual eligibles enrolled in MA plans are being improperly charged for co-pays 
that should be picked up by their Medicare Savings Program or by Medicaid. We 
have only recently started to hear about this problem, probably because more dual 
eligibles are enrolling in MA plans. It is an extremely complicated and time-con- 
suming issue to address on an individual case basis there are different cost-sharing 
responsibilities among the various categories of dual eligibles. So for an individual 
beneficiary you must: 

• figure out the beneficiary’s dual eligible status (are they QMB, SLIMB, QI-1? 
Do they also have Medicaid?) ; 

• assess the State’s cost-sharing liability using the CMS cost-sharing matrix; 

• if the State is responsible, go back to the plan and the person’s medical pro- 
viders and advocate to get them to follow the proper billing procedures, which 
may require the filing of an appeal or grievance on the client’s behalf and/or 
require CMS intervention. 

These are steps that require fairly extensive knowledge of Medicare and Medicaid 
as well as considerable advocacy skills. How do we expect our disabled and elderly 
beneficiaries to be able to navigate through all this? 

The dual eligibles with the lowest income — QMBs (with or without Medicaid) — 
are not supposed to have any cost-sharing liability in Medicare Advantage plans. 
However, the reality is that some of the poorest dual eligibles are being charged for 
services provided through an MA plan when they shouldn’t be — at the same time 
that the MA plan is being reimbursed at a higher rate than original Medicare. 

Conclusion 

Medicare Advantage participation poses unique challenges for our dual eligibles, 
and the improper marketing abuses of MA PFFS plans and the inappropriate billing 
of dual eligibles cause significant harm to this very vulnerable population. 


Statement of Representative Kathy Castor 

I would like to thank Chairman Stark and members of the Ways and Means Sub- 
committee on Health for the opportunity to submit my testimony on Medicare Ad- 
vantage for the record. It is no secret that Medicare Advantage marketing abuses 
have affected many seniors both in my district and the country as a whole. Reports 
from the Government Accountability Office highlighting the failure of the Bush Ad- 
ministration to adequately audit Medicare Advantage providers show that the time 
has come for legislative action. New standardized regulations are required or these 
forms of abuse will continue. 

Too often we find that Medicare beneficiaries choose to participate in private 
Medicare Advantage plans without fully understanding their choice and its potential 
consequences. Often, beneficiaries are not made aware that the decision to choose 
Medicare Advantage is a decision to give up traditional Medicare. We have heard 
of instances when beneficiaries continue to send in their Medicare supplement pre- 
mium for several months after they’ve signed up for a Medicare Advantage plan, 
never having been told that they are no longer responsible for that payment. 

Seniors also transition to Medicare Advantage without warning that they may no 
longer have access to their current doctor. It is common for patients to inadvertently 
sign up for private Medicare Advantage plans that cost more in out-of-pocket ex- 
penses after being mislead about which doctors accept the plans. In many cases. 
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there may be just a few if any doctors that accept such plans. Other stories include 
signing up seniors with dementia or using scare tactics such as “Medicare is going 
private,” and they will lose Medicare or Medicaid if they do not sign up. 

Many seniors are also not aware of their rights or ability to leave Medicare Ad- 
vantage. Those who are aware and make the decision to return to traditional Medi- 
care are forced to enter a complicated lengthy process that can adversely affect the 
delivery of health services and leave them without Part D coverage. 

My home State of Florida has a large population of seniors. The marketing prac- 
tices and abuses by private Medicare Advantage insurers are acute in Florida. Indi- 
viduals in my own district have suffered marketing abuses under Medicare Advan- 
tage. Charleen Edge was enrolled in a private HMO that she neither requested nor 
desired. She tried in vain several times to switch back to regular Medicare. After 
breaking her pelvis last April neither Medicare nor the HMO would pay her bills. 
As a result, she is burdened with $30,000 in debt. William DiPietrantonio, 73, of 
Tarpon Springs, signed up for the Universal Health Care plan called, ‘Any, Any, 
Any’ with the belief he would be able to see any doctor or go to hospital he wanted. 
When he learned that he could not, he attempted to switch back to traditional Medi- 
care. An entire month passed before he was finally reenrolled in traditional Medi- 
care. During this month, he accumulated $15,000 in hospital bills for his chemo- 
therapy treatments for lymphoma. 

Without regulation, seniors will continue to suffer. My recently introduced legisla- 
tion, H.R. 4790, the Accountability and Transparency in Medicare Marketing Act of 
2007, will hold Medicare Advantage providers liable for their abuses and will make 
such abuses publicly known. This legislation requires the National Association of In- 
surance Commissioners (NAIC) to develop standardized marketing practices. It pro- 
hibits certain activities such as cross-selling of products. Under this legislation, the 
NAIC must establish a committee to study and make recommendations to the Sec- 
retary of HHS and Congress on the establishment of standardized benefit packages 
and their regulation. As CMS has largely abdicated its oversight responsibility, it 
is now imperative for Congress to protect America’s seniors. 

I would like to again thank Chairman Stark for this opportunity. I commend the 
Committee on Ways and Means and the Subcommittee on Health for holding hear- 
ings on Medicare Advantage. It is with great anticipation that I look forward to fu- 
ture hearings and opportunities to address this vital issue. 


On behalf of the approximately 1.2 million members of The Senior Citizens 
League (TSCL), a proud affiliate of The Retired Enlisted Association (TREA), thank 
you for the opportunity to submit a statement regarding the need for accountability 
and oversight of marketing and sales by Medicare private plans. TSCL consists of 
active senior citizens, many of whom are low income, concerned about the protection 
of their Social Security, Medicare, and veteran or military retiree benefits. 

While TSCL fully understands the need to address the looming Medicare Trust 
Fund exhaustion, we are also concerned with the complexity and plethora of private 
Medicare plans. It has been widely reported that many seniors have been misled 
and in some cases fraudulently signed up for a plan by insurance representatives. 
TSCL has been encouraged that the 2009 Budget proposal by the President’s Ad- 
ministration included improved program integrity that could strengthen the Medi- 
care entitlement program. 

Unfortunately, TSCL has received a number of emails and comments from many 
seniors who have wound up in private health plans only to belatedly discover unex- 
pectedly high costs. Often, they did not understand that they were leaving the tradi- 
tional Medicare when they signed up. 

Senate investigators have learned that insurance agents in at least 39 States used 
illegal or unethical tactics to sell private Medicare health plans, known as Medicare 
Advantage plans. Some insurers signed up unwitting consumers by using “bait and 
switch” tactics, forging signatures, using personal information stolen from Federal 
records, and even by submitting applications for deceased individuals. The New York 
Times reported that Albuquerque cancer specialist. Dr. Barbara L. McAney, said 
that many of her patients who signed up for such plans “suddenly found that they 
had huge new co-payments $1,250 every three weeks for a combination of five intra- 
venous chemotherapy drugs.” 

Agents of the private plans have worked out of booths in discount stores or tables 
set up in front of grocery or drug stores. Seniors might have thought they were sign- 
ing up to get drug coverage or just more information. Then, if they required hos- 
pitalization or other costly services later, they might learn that there were higher 
co-payments than normally would be charged under traditional Medicare. 
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Enrollment in Medicare Advantage plans has exploded in the past year with one 
out of five Medicare beneficiaries enrolled. According to the Medicare Payment Advi- 
sory Commission, however, the government pays the private plans 12% to 19% more 
than it would cost Medicare to serve the same people. The non-partisan Congres- 
sional Budget Office estimates that the cost for these extra payments will amount 
to $65 billion over the next five years. These extra payments are passed on to the 
nearly 80% of Medicare beneficiaries not enrolled in a Medicare Advantage plan in 
the form of higher Part B premiums and who receive none of the promised addi- 
tional benefits provided by the plans. 

Also many advocates are worried that the plans tend to siphon off younger and 
healthier seniors. TSCL’s Medicare policy analyst found that this appears to be true 
based on the plans she evaluated during last November/December’s Open Enroll- 
ment. Those plans were set up in a way that would have most benefited those who 
were young and healthy, and would have been cost-prohibitive for older seniors who 
might need a prolonged hospital stay. Because the plans receive higher payments 
than traditional Medicare and the young and healthy individuals are less likely to 
need to use many services under their plans, it contributes to raising the cost of 
Part B for everyone. 

The Medicare Rights Center (MRC) has reported that there are common problems 
people have in Medicare Advantage plans. Unfortunately, many people discover 
these flaws after they have joined the plan and cannot switch until the following 
year. Problems can include: 

• Care that costs more than it would under traditional Medicare. 

• Difficulties in getting emergency or urgent care and care away from home. 

• Choice of doctor, hospital and other providers is restricted. 

• Promised extra benefits can be very limited. 

TSCL is also highly concerned that the Centers for Medicare and Medicaid Serv- 
ices (CMS) have not been providing strong oversight of the private plans as required 
by law. Last fall, the Government Accountability Office (GAO) said that private in- 
surance companies participating in Medicare have kept millions of dollars in Fed- 
eral subsidies that should have gone to seniors to help lower premiums and co-in- 
surance costs. The GAO also reported that CMS did not properly audit the compa- 
nies or try to recover the money. Under Federal law. Medicare officials are supposed 
to audit the financial records of at least one-third of private Medicare Advantage 
insurers annually. The GAO said that CMS had never met the “statutory require- 
ment.” 

At the same time, however, CMS was vigorously pursuing money that it says was 
owed to insurance companies by Medicare beneficiaries. In most cases, the pre- 
miums were supposed to have been withheld from monthly Social Security checks, 
but the government withheld the wrong amounts or nothing at all. 

Conclusion 

Although we are pleased that Congress is addressing the growing problem of pri- 
vate plan marketing abuse and while we do not have a perfect solution, there are 
some simple actions that could be taken in the meantime. 

Tougher enforcement and increased transparency will save Medicare billions of 
dollars annually. A significant portion of expenditures conies from fraud and 
abuse that hurts the solveney of important entitlement programs like Medi- 
eare for eurrent and even future retirees. When Medicare has had the inves- 
tigative staff and tools required to combat fraud, about ten dollars for every one dol- 
lar invested has been saved in the past. 

TSCL also supports lowering payments to the Medicare Advantage plans thereby 
making them equal to traditional Medicare plans. Preventing door-to-door sales of 
Medicare Advantage plans, stopping marketing abuses, and encouraging all Medi- 
care participants to seek assistance from an unbiased, Medicare benefits counselor 
are seemingly simple steps that can be taken to protect beneficiaries and the future 
of Medicare. 

Regardless of which solution Members of Congress believe is best. The Senior Citi- 
zens League sincerely hopes that the Medicare and Social Security Trust Funds are 
protected and strengthened for future generations. 

Thank you. 
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